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INVESTIGATION  OF  CONCENTEATION  OF  ECONOMIC  POWER 


MONDAY,  FEBRUARY  6,  1939 

United  States  Senate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C. 

The  committee  m.et  at  10:20  a.  m.  pursuant  to  adjournment  on 
Friday,  January  20,  1939,  in  the  Caucus  Room,  Senate  OfRce  Building, 
Senator  Joseph  C.  O'Mahoney  presiding. 

Present:  Senators  O'Mahoney  (chairman)  and  King;  Representa- 
tives Reece  and  Williams;  Messrs.  Henderson,  Arnold,  Douglas, 
Ferguson,  Patterson,  Lubin,  Berge,  and  Peoples. 

Present  also:  Gerhard  A.  Gesell,  Special  Counsel,  Securities  and 
Exchange  Commission. 

The  Chairman.  The  committee  will  please  come  to  order. 

I  might  say  tliat  Monday  is  a  particularly  difhcult  day  for  some 
members  of  this  committee,  some  of  the  congressional  members, 
because  the  Judiciary  Committees  in  both  the  Senate  and  House 
have  a  standing  order  to  meet  on  Mondays.  The  vice  chairnian, 
Congressman  Sumners,  is  undoubtedly  at  work  in  the  Judiciary 
Committee,  and  I  know  that  both  Senator  Borah  and  Senator  King 
as  well  as  the  chairman,  are  members  of  the  Judiciary  Committee  of 
the  Senate.  I  want  those  who  are  here  to  understand  the  absence  of 
Senators.     It  isn't  particularly  necessary  for  the  record. 

The  committee  has  been  assembled  today  for  the  purpose  of  hearing 
the  Securities  and  Exchange  Commission  under  section  3b  of  the 
resolution  by  which  this  committee  was  created.  Chairman  W,  O. 
Douglas,  of  the  Securities  and  Exchange  Commission,  and  a  member 
of  this  committee,  is  present.  Do  you  care  to  make  a  statement,  Mr. 
Douglas? 

STATEMENT   OF   W.    0.    DOUGLAS,   CHAIRMAN  SECURITIES   AND 
EXCHANGE  COMMISSION 

Mr.  Douglas.  Mr".  Chairman,  today,  if  the  committee  please,  the 
Securities  and  Exchange  Commission  commences  the  presentation  of 
facts  relating  to  certain  aspects  of  the  insurance  business. 

The  President,  in  his  message  to  the  Congress,  spoke  of  the  tre- 
mendous investment  funds  controlled  by  our  great  insurance  com- 
panies and  asked  that  authorization  be  given  to  investigate  the  man- 
ner in  which  these  investments  are  used  as  "an  instrument  of  economic 
power."  It  is  on  this  broad  problem  that  we  will  present  to  the 
committee  facts  concerning  the  insurance  business. 

Our  study  to  date  has  had  the  cooperation  of  the  insurance  com- 
panies. The  Commission  has  already  assembled  much  factual  infor- 
mation for  its  study.    Part  of  this  has  been  supplied  from  answers  to 
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questionnaires;  much  of  it  has  come  from  the  files  of  the  companies, 
and  we  have  also  gathered  certain  facts  from  public  reports  and  docu- 
ments. We  are  now  at  a  stage  where  additional  information  must  be 
sought  from  officers,  directors,  and  others  who  formulate  and  carry- 
out  the  policies  of  the  uisurance  companies.  This  information  is  of 
such  a  character  that  necessarily  it  lies  only  in  the  minds  of  those  who 
have  been  called  to  testify. 

At  the  outset,  Mr.  Chairman,  I  want  to  make  clear  that  this  inquiry 
does  not  attack  and  in  no  way  questions  the  adequacy  of  the  reserves 
of  any  insurance  company  within  its  scope.  Under  State  laws  the  legal 
reserve  companies  are  required  to  set  aside  in  restricted  investments, 
funds  sufficient  to  assure  that  each  policyholder  will  receive  the  amount 
of  his  policy  when  his  risk  matures.  No  policyholder  need  have  any 
concern  that  an}--  fact  brought  out  in  this  inquiry  will  in  any  way 
jeopardize  the  protection  which  he  counts  upon  through  his  insurance 
policy. 

The  last  comprehensive  analysis  of  the  life-insurance  business  by  an 
agency  of  the  Government  was  the  study  made  by  the  so-called  Arm- 
strong committee,  of  which  Charles  Evans  Hughes,  now  Chief  Justice 
of  the  United  States,  was  counsel. 

This  conimittee,  functioning  under  authority  of  the  New  York  State 
Legislature,  inquired  in  1905  into  the  practices  of  companies  chartered 
or  authorized  to  do  business  in  the  State  of  New  York.  That  study 
was  broad  in  scope.  It  covered  the  activities  of  insurance  companies 
from  such  details  as  the  provisions  of  insurance  policies  to  the  methods 
by  which  companies  were  organized  and  the  manner  in  which  they 
participated  in  investment  syndicates.  The  Armstrong  committee 
recommended  certain  reforms,  some  of  which  were  translated  into  leg- 
islation. Following  the  hearings  conducted  for  the  Armstrong  com- 
mittee, similar  inquiries  were  begun  in  other  States  and  there  resulted 
a  general  tightening  of  State  regulation  of  insurance  companies.  Lead- 
ers of  the  life-insurance  business  have  likewise  recognized  the  salutary 
effect  of  the  Armstrong  report  on  insurance  in  the  United  States  and 
the  lasting  importance  of  the  contribution  which  was  then  made. 

I  earnestly  recommend  to  each  member  of.  this  committee  a  careful 
reading  of  the  Armstrong  report.  The  work  of  the  Armstrong  com- 
mittee, its  findings,  and  its  report,  have  over  the  years  been  recognized 
as  an  outstanding  contribution  to  an  understanding  of  the  problems 
of  finance.    Its  thoroughgoing  fairness  and  competence  are  well  known. 

It  has  been  the  desire  of  the  Securities  and  Exchange  Conmiission 
in  conducting  the  present  inquiry  to  adhere  to  the  standards  estab- 
lished by  the  Armstrong  committee  and  to  follow  insofar  as  changed 
conditions  permit  the  pattern  so  ably  laid  down  by  that  committee. 

It  is  our  present  task  to  survey  the  economic  power  inherent  in  the 
vast  investment  funds  controlled  by  the  insurance  companies  and  to 
study  the  impact  of  that  power  upon  our  national  economy.  The 
scope  of  our  problem  is  as  broad  as  the  sphere  of  ififluence  of  the  in- 
surance companies  themselves.  Inquiry  into  that  problem  of  neces- 
sity takes  us  from  Wall  Street  to  Main  Street,  from  the  capital 
markets  and  financial  centers  of  the  East  into  the  farm  lands  of  the 
West  and  South.  It  \yill  properly  bring  us  in  time  to  a  consideration 
of  the  extent  to  wliich  insurance  company  influence  permeates  areas 
of  national  importance,  such  as  the  capital  markets,  the  supply  of 
mortgage  funds  available  to  farmers,  railroad  reorganization,  and  per- 
haps the  financing  of  low-rent  housing.     It  will  of  necessity  demand 
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inquiry  as  to  the  future  of  investment  banking  in  this  country,  and, 
iudeed,  the  extent  to  which  insurance  companies  have  come  to  domi- 
nate security  issuers,  underwriters  and  investors.  These  are  not 
boundaries  of  our  making.  They  inhere  in  the  character  of  the  in- 
surance business. 

We  take  as  our  starting  point  a  consideration  of  insurance  company 
managements  and  how  they  are  elected.  This  is  a  logical  point  of 
approach,  since  management  formulates  investment  policy.  That, 
incidentally,  was  one  of  the  principal  problems  of  the  Armstrong 
committee.  It  studied  the  responsibility  of  Ufe  insurance  company 
managements  to  their  policyholders,  and  the  extent  to  which  the 
policyholders  were  really  able'  to  control  the  managements  of  their 
companies.  The  Armstrong  committee  particularly  considered  the 
election  machinery  of  mutual  life  insurance  companies.  We,  too,  will 
be  concerned  with  this  problem.  Nearly  90  percent  of  the  assets  of 
our  life  insurance  companies  are  controlled  by  mutual  companies. 

This  question  of  how  insurance  company  managements  come  into 
power  is  itself  of  great  significance.  Yet,  in  a  study  as  broad  as  this 
one,  it  constitutes  but  a  beginning.  But  it  will  be  a  significant  first 
chapter  of  our  total  stud}'. 

As  you  loiow,  a  mutual  life  insurance  company  is  a  company  which 
is  legally  owned  and  theoretically  controlled  by  its  policyholders.  In 
such  a  company  the  policyholders  combine  to  insure  each  other  against 
death  with  the  understanding  that  such  savings  as  result  from  the 
mutual  operation  of  the  company  will  be  equitably  distributed  among 
the  policyholders.  The  control  of  a  mutual  company  rests  legally 
with  the  policyholders  who  are  given  the  opportunity  of  voting  for 
the  directors,  and,  through  the  directors,  of  appcinting  those  who  are 
to  run  the  affairs  of  their  company.  The  Armstrong  committee  re- 
ported that  the  election  machinery  of  the  mutual  companies  was  such 
as  to  prevent  any  independent  expression  of  policyholder  viewpoint. 
Notwithstandmg  their  theoretical  rights,  policyholders  were  found  by 
that  committee  to  have  no  effective  control  over  the  management  of 
their  companies.  Through  the  device  of  proxies  and  otherwise,  the 
then  ofiicials  of  such  companies  were  found  to  occupj^,  as  the  Arm- 
strong report  put  it,  "unassailable  positions,"  and  to  exercise  "des- 
potic powers"  over  the  companies.  Only  an  extremely  insignificant 
number  of  policyholders  exercised  their  right  to  vote,  and  the  Arm- 
strong committee  stated  that  the  most  fertile  source  of  abuses  in  life 
insurance  administration  had  been  the  sense  of  irresponsibihty  of  the 
officials  then  in  power.     That  was  in  1906, 

Since  1906  there  has  been  a  tremendous  and  spectacular  growth  of 
insurance.  At  that  time  there  were  138  legal  reserve  companies  with 
aggregate  assets  of  about  $2,900,000,000.  That  was  on  December  31, 
1906.  On  December  31,  1937,  there  were  308  legal  reserve  companies 
with  aggregate  assets  of  about  $26,200,000,000,  and  by  the  end  of 
1938  the  amount  of  those  total  assets  had  further  increased  by  nearly 
$1,500,000,000. 

Three  individual  companies  in  1906  each  commanded  approxi- 
mately one-half  bilHon  dollars  in  assets.  The  Armstrong  Committee 
recommended  that  they  should  not  be  permitted  to  grow  beyond  one- 
half  billion  in  size.^     Yet  today  each  of  these  three  companies  com- 

'Mr.  Douglas  subsequently  clarified  this  statement,  see  infra,  p.  1197.  See  also  "Exhibit  No.  223", 
appendix,  p.  1515. 
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mands  well  over  a  billion  dollars  in  assets.  One  of  them,  the  New 
York  Life  Insurance  Co.,  has  grown  from  approximately  $474,000,000 
in  assets  to  about  $2,500,000,000  in  assets.  The  MetropoUtan  Life 
Insurance  Co.,  wliich  then  had  assets  of  about  $176,000,000,  now  has 
assets  totaling  close  to  $5,000,000,000.  This  tremendous  growth  is 
itself  cause  for  inquiry.  It  provides  also  ample  occasion  for  taking 
stock  of  the  changes  which  have  occurred  in  the  three  decades  since 
the  Armstrong  Committee  made  its  survey.  To  that  end,  we  shall 
reexamine  many  of  the  problems  studied  by  the  Armstrong  Committee, 
including  the  methods  by  which  the  management  of  these  companies 
is  elected  and  thereafter  continued  in  office  and  the  extent  to  which 
the  democratic  principles  of  mutuality  are  in  fact  preserved  in 
operation. 

During  these  first  hearings  we  will  concentrate  upon  testimony 
indicating  the  Extent  to  which  poUcyholders  actually  exercise  control 
over  the  management  and  policies  of  the  large  mutual  life  insurance 
companies  which  they  are  said  to  own  and  control. 

This  inquiry  will  of  necessity  demand  some  examination  of  indi- 
vidual directors  with  a  view  to  determining  the  facts  and  motives 
lying  behind  their  nomination  and  election  to  the  board  of  their 
respective  companies  and  their  continued  participation  on  such  boards 
following  election. 

The  fiist  day  of  the  hearings  will  be  devoted  to  the  testimony  of 
members  of  the  staff  of  the  Commission  who  will  present  to  this  com- 
mittee, through  graphs  and  schedules,  background  information  indi- 
cating the  size  and  growth  of  the  life  insurance  business  and  its  im- 
portance in  our  national  economy.  We  believe  that  this  background 
material  will  become  of  increasing  significance  hs  the  hearings  progress. 

There  is  one  word  more,  Mr.  Chairman.  Throughout  tho  course  of 
these  hearings,  it  will  be  our  endeavor  to  present  the  committee  with 
facts  and  facts  alone.  From  the  start  it  has  been  our  desire  to  con- 
duct this  inquiry  in  as  scientific  a  spirit  and  in  as  objective  and  im- 
partial a  manner  as  possible.  The  material  which  we  will  present  to 
the  committee  either  will  rest  on  incontrovertible  fact  or  will  be  proven 
in  the  course  of  the  hearings. 

Our  sole  interest  at  this  stage  is  the  facts,  a  thorough  and  complete 
examination  and  presentation  of  all  the  facts  pertinent  to  this  vital 
problem,  facts  to  indicate  the  manner  in  which  insurance  companies 
employ  the  economic  power  they  hold. 

Mr.  Gesell,  representing  the  Commission,  who  will  conduct  the 
examination  of  the  witnesses  on  behalf  of  the  Commission,  is  ready 
to  proceed. 

The  Chairman.  Thank  you,  Mr.  Douglas.  Mr.  Gesell,  are  you 
ready  to  proceed  as  the  chairman  indicated? 

Mr.  Gesell.  I  am,  Senator. 

The  Chairman.  The  committee  will  be  very  glad  to  heat  you. 

Mr.  Gesell.  The  first  witness  is  Dr.  Donald  H.  Davenport. 

The  Chairman.  Dr.  Davenport,  do  you  solemnly  swear  the  testi- 
mony you  are  about  to  give  in  this  proceeding  shall  be  the  truth,  the 
whole  truth  and  nothing  but  the  truth,  so  help  you  God? 

Dr.  Davenport.  I  do. 
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TESTIMONY  OF  DR.  DONALD  H.  DAVENPORT,  SPECIAL  ECONOMIC 
CONSULTANT  TO  THE  INSURANCE  SECTION,  SECURITIES  AND 
EXCHANGE  COMMISSION,  WASHINGTON,  D.  C. 

GROWTH,  INCOME  AND  EXPENDITURES  AND  GENERAL  COMPARISONS 

Mr.  Gesell.  Dr.  Davenport,  you  are  special  economic  consultant 
to  the  insurance  section  of  the  Securities  and  Exchange  Commission, 
are  you  not? 

Dr.  Davenport.  I  am. 

Mr.  Gesell.  You  are  on  leave  of  absence  from  the  Harvard  School 
of  Business  Administration  where  you  are  associate  professor  in 
business  statistics? 

Dr.  Davenport.  That  is  right. 

Mr.  Gesell.  Previous  to  this  time  you  have  prepared  various 
statistical  monographs  and  done  work  as  chief  statistician  for  the 
California  State  Tax  Commission  and  the  joint  legislative  committee  of 
New  York  State  on  the  study  of  taxation  and  retrenchment  in  1922? 

Dr.  Davenport.  That  is  right. 

Mr.  Gesell.  Have  you  ever  published  other  monographs  and  work 
on  similar  studies? 

Dr.  Davenport.  I  have. 

Mr.  Gesell.  Will  you  please  tell  generally  the  type  of  charts  and 
information  which  you  have  assembled,  to  present  to  the  committee 
this  morning? 

Dr.  Davenport.  I  have  been  at  work  preparing  statistical  informa- 
tion in  the  form  of  exhibits  and  charts  which  reveal  the  factual  back- 
ground of  the  development  of  the  life  insurance  industry  in  the  United 
States.  I  should  like  to  point  out  the  development  of  life  insurance 
in  the  United  States  has  proceeded  to  a  far  greater  extent  in  this 
country  than  it  has  in  any  other  country  of  the  world.  At  the  present 
time  we  have  in  force  in  the  United  States  approximately  110 
billions  of  dollars  of  life  insurance.  This  is  over  60  percent  of  the 
total  amount  of  hfe  insurance  in  force  throughout  the  entire  world. 
The  problem  of  life  insurance,  therefore,  is  pecuhar  to  the  United 
States. 

Mr.  Gesell.  Have  you  prepared  a  schedule  which  shows .  the 
relative  amounts  of  life  insurance  in  force  throughout  the  world? 

Dr.  Davenport.  I  have. 

Mr.  Gesell.  Is  this  the  schedule? 

Dr.  Davenport.  It  is. 

Mr.  Gesell.  I  should  like  to  have  it  introduced  into  the  record. 

The  Chairman.  It  may  be  so  ordered. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  215"  and  is 
included  in  the  appendix  on  p.  1511.) 

The  Chairman.  You  don't  want  to  have  this  read,  Mr.  Gesell? 

Mr.  Gesell.  It  is  just  basic  statistical  material  which  may  be  of 
interest. 

The  Chairman.  Very  well. 

Mr.  Gesell.  What  is  your  first  chart,  Dr.  Davenport? 
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Dr.  Davenport.  The  first  chart  is  entitled  "Classes  of  Life  Insur- 
ance in  Force."  ^  It  shows  the  total  amount  and  classes  thereof  of 
insurance  in  force  in  the  United  States  in  1900,  1910,  192C,  1930,  and 
1937.  The  chart,  as  you  will  see,  is  prepared  on  a  grid  that  runs  from 
zero  as  the  base  to  120  billions  at  the  top.  The  first  bar,  that  showing 
the  amount  of  life  insurance  in  force  in  1900,  indicates  that  there  were 
at  that  time  $8,600,000,000  of  life  insurance  in  force  in  1900. 

Mr.  Gesell.  The  majority  of  that  was  ordinary  insurance,  was 
it  not? 

Dr.  Davenport.  At  that  time  82.6  percent  was  ordinary  insurance, 
and  17.4  percent  was  insurance  that  is  known  as  industrial  insurance. 

The  Chairman.  What  is  the  source  of  your  statistics? 

Dr.  Davenport.  These  statistics  are  based  upon  the  oflBcial  reports 
presented  each  year  by  the  Spectator  Publishing  Co.  in  the  Insurance 
Year  Book,  a  book  that  has  been  published  now  for  66  years,  and  is 
regarded  by  the  insurance  industry  as  the  bible  of  the  industry. 

The  Chairman.  That  is  received  in  insurance  circles  as  an  authori- 
tative report  upon  the  matters  which  are  published  in  it? 

Dr.  Davenport.  It  is,  Mr.  Chairman. 

Mr.  Patterson.  Mr.  Chairman,  couldn't  the  witness  point  to  the 
chart  so  it  will  be  a  little  clearer  to  the  committee? 

The  Chairman.  I  am  sure  he  can,  but  the  microphones  are  so 
arranged 

D;'.  Davenport  (interposing).  I  shaU  be  glad  to  attempt  to  do 
I.  at  if  my  voice  carries,  and  proceed  in  that  fashion.  If  not,  I  will 
have  to  go  back  to  the  microphone. 

The  Chairman.  Each  member  of  the  committee  has  his  chart 
before  him. 

Dr.  Davenport.  In  1937  the  figures  revealed  on  the  bar  at  the 
extreme  right  of  this  chart  show  that  there  was  at  that  time  a  total 
amount  of  $109,600,000,000  in  force  in  the  United  States  companies. 
Seventy-six  billion  dollars  of  that  amount  was  ordinary  insurance, 
$20,600,000,000  of  that  amount,  the  amount  represented  by  the 
yellow  section  of  the  bar,  was  industrial  insurance. 

Mr.  Gesell.  Will  you  explain  what  ordinary  and  industrial  in- 
surance are? 

Dr.  Davenport.  I  should  like,  in  explaining  the  distinction  between 
ordinary  insurance  and  industrial  insurance,  to  read  the  following: 

Industrial  insurance  differs  from  ordinary  insurance  in  important  ways. 
Industrial  insurance  is  sold  generally  without  medical  examination,  in  small 
amounts,  but  at  costs  that  appear  high  in  comparison  with  the  costs  of  ordinary 
insurance.  Ordinary  insurance,  by  contrast,  is  almost  always  written  for  amounts 
larger  than  $1,000  and  is  sold  to  individuals  who  are  in  the  higher  income  classes. 
The  premiums  on  ordinary  insurance  policies  are  payable  annually,  semiannually, 
quarterly,  or  sometimes  monthly,  and  are  usually  paid  by  means  of  checks  mailed 
to  the  companies'  offices.  On  the  other  hand,  the  premiums  on  industrial  insur- 
ance are  generally  collected  weekly  by  the  companies'  agents,  who  call  for  the 
purpose  at  the  homes  of  the  policyholders. 

Most  of  the  life  insurance  companies  do  not  write  industrial  insur- 
ance. Only  66  companies  that  do  are  listed  in  the  Spectator  for  1938. 
The  size  of  the  industrial  part  of  the  business,  however,  is  considerable. 
At  the  end  of  1937  there  were  88,000,000  industrial  policies  in  force — 
88,000,000  industrial  poUcies  out  of  a  total  of  124,000,000  policies  of 
all  kinds.     On  the  other  hand,  the  amounts  involved  in  industrial 

•  Entered  later  as  "Exhibit  No.  216".    See  p.  1169. 
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insurance  are  relatively  smaller  than  those  involved  in  the  ordinary 
type  of  insurance. 

The  Chairman.  Does  each  industrial  policy  cover  one  individual? 

Dr.  Davenport.  Each  industrial  policy  covers  one  indivic'i;;  . 
Perhaps  I  should  clarify  that  by  saying  that  many  holders  of  ina as- 
trial  policies  hold  more  than  one  policy.  It  is  estimated  that  there 
may  be  as  many  as  four  policies  in  force  in  the  average  family  holding 
industrial  insurance.  Sometimes  this  insurance  is  written  on  the 
lives  of  children. 

At  the  end  of  1937  the  amount  of  industrial  insurance  in  force  was 
$20,591,000,000  out  of  a  total  of  $109,572,000,000.  It  is  undoubtedly 
true  that  industrial  insurance  directly  affects  the  lives  of  more  individ- 
uals than  is  the  case  with  ordinary  insurance. 

Mr.  Gesell.  You  said  there  were  approximately  66  companies 
writing  industrial  insurance  in  1937,  according  to  the  Spectator. 
How  many  companies  account  for  that  total  1937  bar? 

Dr.  Davenport.  There  were  308  companies  represented  in  the 
total  of  approximately  $110,000,000,000  of  insurance.  Of  the  308 
companies,  legal  rtiserve  life  insurance  companies  for  which  we  have 
comparable  and  authentic  figures,  only  66  companies  write  industrial 
insurance. 

Mr.  Gesell.  Your  chart  does  not  take  into  account  the  assessment 
companies  or  fraternal  benefit  companies? 

Dr.  Davenport.  That  is  right,  Mr.  GeseU. 

Mr.  Gesell.  It  is  based  entirely  upon  the  legal  reserve  hfe  insur- 
ance figures? 

Dr.  Davenport.  That  is  right. 

Mr.  Gesell.  Now  we  have  not  yet  discussed  group  insurance, 
Dr.  Davenport,  the  brown  portion  of  the  chart. 

Dr.  Davenport.  Perhaps  it  might  be  well  at  this  time  to  define 
group  insurance,  because  it  is  the  class  of  insurance  that  has  become 
increasingly  more  important  in  recent  years. 

The  Chairman.  You  were  about  to  make  some  qualifying  remark 
with  respect  to  these  66  companies  when  the  question  interrupted  you. 

Dr.  Davenport.  I  was,  Mr.  Chairman.  I  can  at  this  time  indicate 
that  the  bulk  of  industrial  insurance  is  written  by  three  companies, 
the  Metropolitan  Life  Insurance  Co.,  the  Prudential  Insurance  Co., 
and  the  John  Hancock  Insurance  Co.  Of  the  total  amount  of  indus- 
trial insurance  in  force  in  1937,  that  is  as  of  December  31,  1937, 
$20,591,000,000,  $16,770,000,000  was  in  force  in  these  three  large 
companies.  In  other  words,  81.4  percent  of  all  industrial  insurance 
in  force  had  been  written  by  the  Metropolitan  Life  Insurance  Co.,  the 
Prudential  Co.,  and  the  John  Hancock  Co.  together. 

With  your  permission,  I  will  now  describe  the  characteristics  of 
group  insurance.  The  best  definition  of  group  insurance  is  given  in 
Mr.  John  H.  Magee's  book  entitled  "Life  Insurance,"  pubhshed  by 
Business  Publications,  Inc.,  of  Chicago,  in  1938.  On  pages  514  and 
515  we  find  the  following: 

The  Chairman.  Who  is  the  author? 

Dr.  Davenport.  Mr.  John  H.  Magee. 

The  Chairman.  Where  is  he  from? 

Dr.  Davenport.  Mr.  Magee  was  formerly  assistant  professor  of 
economics  and  sociology  at  the  University  of  Maine;  president  of  the 
J.  F.  Singleton  Co.,  insurance  agency;  State  director  of  Maine  for  the 
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Federal  Housing  Administration;  fellow  of  the  Insurance  Institute  of 
America;  insurance  consultant  and  adjuster. 

Group  life  insurance  is  that  form  of  life  insurance  covering  not  fewer  than  50 
employees  with  or  without  medical  examination,  written  under  a  policy  issued  to 
the  employer,  the  premium  on  which  is  to  be  paid  by  the  employer  or  by  the 
employer  and  the  employees  jointly,  and  insuring  all  of  his  employees  or  all  of  any 
class  or  classes  thereof,  determined  by  conditions  pertaining  to  the  employment 
for  amounts  of  insurance  based  upon  some  plan  which  wiU  preclude  individual 
selection,  for  the  benefit  of  persons  other  than  the  employer,  provided  however' 
that  when  the  premium  is  to  be  paid  by  the  employer  and  the  employee  jointly, 
and  the  benefits  of  the  policy  are  offered  to  all  eligible  employees,  not  less  than  75 
percent  of  such  employees  may  be  so  insured. 

Mr.  Gesell,  You  have  just  read  the  definition  of  group  insurance 
adopted  in  1918  by  the  National  Convention  of  Insurance  Commis- 
sioners, have  you  not? 

Dr.  Davenport.  That  is  right,  Mr.  Gesell. 

Mr.  Gesell.  Now  are  there  any  other  facts  you  want  to  point  out 
with  respect  to  that  chart? 

Dr.  Davenport,  The  growing  importance  of  group  life  insurance 
should  be  indicated.  The  first  group  policy  was  written  in  1911. 
UntU  1920,  however,  the  figures  on  my  chart  do  not  show  group  life 
insurance  separately.  They  were  previously  grouped  together,  or 
classed  together  with  ordinary  insurance,  but  we  can  see  by  looking 
at  the  brown  section  of  the  chart  the  increasing  importance  in  absolute 
amount  of  this  type  of  policy. 

The  Chairman.  When  did  that  begin  to  appear? 

Mr.  Gesell.  In  1911. 

Dr.  Davenport.  The  first  group  policy  was  written  in  1911. 

The  Chairman.  And  when  did  it  begin  to  appear  in  such  amount 
that  the  statisticians  classified  it  separately? 

Dr.  Davenport.  Some  time  after  1920. 

Mr.  Gesell.  I  would  like  to  introduce  into  the  record  at  this  time 
a  copy  of  the  chart  which  Dr.  Davenport  has  just  discussed,  together 
with  a  schedule  containing  the  basic  figures  from  which  it  has  been 
prepared.  These  figures,  as  the  chart  indicates,  come  from  the  Statis- 
tical Abstract  and  Spectator  Year  Book. 

(The  chart  referred  to  was  marked  "Exhibit  No.  216"  and  appears 
on  p.  1169.  The  statistical  data  on  which  this  chart  is  based  are 
included  in  the  appendix  on  p.  1511.) 

The  Chairman.  Without  objection,  that  Avill  be  so  ordered. 

Mr.  Gesell.  That  will  be  "Exhibit  No.  216." 

The  Chairman.  It  would  not  interrupt  you  if  I  should  remark  at 
tliis  point  that,  having  glanced  over  the  first  exhibit  which  you 
handed  in,^  it  struck  me  that  there  was  a  comment  which  might  be  of 
interest  at  this  point.  '  This  table  shows,  as  Dr.  Davenport  testified, 
that  the  amount  of  insurance  in  force  in  the  United  States  on  Decem- 
ber 31,  1936,  amounted  to  104  million  plus. 

Dr.  Davenport.  Billion  plus. 

The  Chairman.  Billions  plus,  and  that  the  total  throughout  the 
world  at  that  same  time  was  only  $164,000,000,000,  so  that  by  far 
the  great  proportion  of  world  insurance  was  carried  by  American 
companies.  The  nation  which  approaches  the  United  States  the 
most  closely  is  the  United  Kingdom,  and  the  total  insurance  in  the 
United  Kingdom  was  only  $16,209,000,000. 

'  See  "Exhibit  No.  216",  Infra,  p.  1511. 
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Mr.  Gesell.  What  is  your  second  chart,  Dr.  Davenport? 

Dr.  Davenport.  With  your  permission  I  should  liice  to  make  a^ 
few  remarks  before  I  turn  to  my  second  chart. 

It  probably  should  be  obvious  to  all  that  the  business  of  selling  life 
insurance  is  one  that  spreads  throughout  the  United  States.  The 
largest  companies,  typically,  have  licenses  to  operate  in  every  State 
in  the  Union,  and  do  so  operate.  The  Metropohtan  Life  Insurance, 
for  example,  operates  in  every  State;  the  Prudential  operates  in 
every  State;  the  New  York  Life  Insurance  Co.  operates  in  every 
Stnte  except  Texas;  the  Equitable  operates  in  every  State;  the  Mutual 
Life  operates  in  every  State  except  Texas.  The  Northwestern  Mutual 
operates  in  42  States,  and  the  Travelers  operates  in  every  State. 
There  are  very  few  companies  that  are  strictly  intrastate  companies. 

Mr.  Gesell.  When  you  say  "operate"  you  mean  are  licensed  to- 
do  business  in  those  States,  do  you  not? 

Dr.  Davenport.  They  are  authorized  to  do  business  by  the  Statea 
within  the  boundaries  of  the  State. 

The  second  chart  I  have  prepared  is  entitled  "Life  Insurance  in 
Force  and  Population  in  the  United  States."* 

Mr.  Gesell.  From  what  sources  has  that  chart  been  prepared? 

Dr.  Davenport.  The  population  figures  are  obtaineci  from  the 
Bureau  of  the  Census  as  published  in  the  Statistical  Abstract  of  the 
United  States.  The  figures  for  amounts  of  fife  insurance  in  force  are 
obtained  from  the  Spectator  Insurance  Year  Books.  The  chart  runs 
from  1890  to  1937,  and  figures  for  individual  years  have  been  plotted, 
although  figures  for  the  decennial  years  ojily  are  presented  up  to 
1930,  after  which  we  have  individual  figures  presented  in  the  table. 

I  would  call  your  attention  to  the  fact  that  the  scale  is  in  millions 
for  population  and  runs  from  1  at  the  base  to  200  at  the  top.  When  we 
are  reading  the  amounts  of  life  insurance  in  force,  we  should  read  these 
amounts  in  billions  of  dollars. 

The  population  in  1890  was  62,900,000  people  in  continental  United 
States.  That  curve  rises  to  a  peak  of  129,300,000  in  1937,  an  in- 
crease of  105  percent.  Roughly  our  population  now  is  slightly  more 
than  two  times  as  large  as  it  was  in  1890. 

The  insurance  in  force  in  1890  was  $4,100,000,000;  the  insurance 
in  force  in  1937  is  $109,600,000,000.  The  increase  in  insurance  in 
force  is  2,500  percent.  In  other  words,  while  population  grew  100 
percent,  the  amount  of  insurance  in  force  increased  2,500  percent, 
and  we  may  say,  therefore,  that  the  amount  of  insurance  in  force 
grew  25  times  as  rapidly  as  the  population  of  the  United  States. 

The  Chairman.  Well,  would  that  follow.  Dr.  Davenport?  Have 
you  any  figures  to  show  the  number  of  policies  or  the  number  of 
persons,  rather,  who  are  insured  now,  as  compared  with  the  earlier 
years? 

Dr.  Davenport.  It  is  a  rather  difficult  thing,  Mr.  Chairman,  ta 
estimate  the  number  of  persons  who  are  covered  by  insurance. 

The  Chairman.  But  an  increase  in  population,  of  course,  is  an 
actual  increase.  That  is  based  upon  the  number  of  individuals.  The 
increase  in  the  amount  of  insurance,  however,  cannot  be  measured 
by  the  same  standard,  because  one  person  may  have  several  policies. 

Dr.  Davenport.  That  is  right,  sir.  It  is  estimated  on  competent 
authority  that  the  number  of  individual  lives  covered  by  the  lega^ 

«  Entered  later  as  "EihlMt  No.  217",  see  infra,  p.  1173. 
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reserve  life  insurance  companies  in  the  United  States  at  the  present 
time  is  about  64,000,000. 

The  Chairman.  But  your  statement  was  that  insurance  had  in- 
creased about  25  times  as  rapidly  as  the  population.  Now,  if  one 
considers  the  fact  that  one  individual  may  have  several  policies,  and 
that  the  amount  of  the  policy  carried  by  individuals  varies,  would 
you  not  say  upon  second  thought  that  the  proportion  is  probably 
considerably  less  than  25  to  1? 

Dr.  Davenport.  I  was  merely  calling  attention  to  the  rates  of 
absolute  growth  between  the  two  periods,  but  I  do  not  think  it  is 
unfair  to  compare  the  rate  of  growth  of  the  amount  of  insurance  in 
force. 

The  Chairman.  Then  your  statement  is  merely  as  to  the  amount 
of  insurance— it  has  increased  25  times  as  rapidly  as  the  amount  of 
the  population? 

Dr.  Davenport.  That  is  right,  sir. 

Mr.  Gesell.  The  black  line  on  the  chart  represents  the  amount 
of  life  insurance  m  force  and  not  the  amount  of  policyholders. 

Dr.  Lubin.  Is  it  exactly  25  times?  In  other  words,  if  the  popu- 
lation increased  100  percent  and  the  volume  increased  2,500  percent, 
then  the  volume  of  insurance  increased  12}^  times  as  fast  as  population? 

Dr.  Davenport.  The  comparison  is  of  a  100  percent  increase  "with 
a  2,500  percent  increase — the  amount  of  insurance  increased  25  times; 
the  total  of  population  increased  about  once. 

Dr.  Lubin.  Twenty-five  times  faster? 

Dr.  Davenport.  That  is  right. 

The  Chairman.  Do  you  have  figures  on  the  increase  of  policy 
holders?  I  don't  want  to  interrupt  the  continuity  of  your  presenta- 
tion, Dr.  Davenport. 

Dr.  Davenport.  I  have  figures  that  I  can  lay  my  hands  on  readily, 
but  they  are  not  in  my  notes. 

The  Chairman.  All  right,  we  will  pass  the  question  for  a  moment. 

Representative  Williams,  Did  I  understand  you  to  say  there  were 
approximately  64,000,000  of  them? 

Dr.  Davenport.  Mr.  Julian  Price,  president  of  one  of  the  large 
life  insurance  companies,  estimated  before  one  of  the  life  insurance 
company  presidents'  meetings  that  the  amount  of  insurance  in  force 
in  the  United  States  covered  approximately  64,000,000  separate  lives. 

Mr.  Gesell.  That  is  the  most  authoritative  statement  that  you 
can  find,  is  it  not? 

Dr.  Davenport.  It  is  the  statement  that  the  insurance  industry 
itself  gives.     My  own  personal  opinion  is  that  that  is  a  little  optimistic. 

Mr.  Gesell.  The  difficulty  in  getting  the  exact  figures  arises  from 
the  fact  that  the  companies  do  not  publish  year  to  year  the  number 
of  policy-holders  in  tlieir  company  but  rather  pubUsh  the  amount  of 
insurance  in  force  and  the  amount  of  new  business  written  and  not 
the  increase  in  policyholders  from  year  to  year.      ' 

Dr.  Davenport.  There  is  no  way  I  know  of  without  going  to  great 
trouble  to  eliminate  the  duplications  because  many  hldividuals  hold 
policies  in  two  or  more  companies,  and  the  companies  themselves  do 
not  take  the  trouble  to  elimanate  those  dupUcations. 

Mr.  Gesell.  Have  you  any  further  comments  to  make  on  the 
chart? 
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Dr.  Davenport.  I  should  point  out  at  this  time  perhaps  that  there 
is  inchided  in  this  total  figure  the  amount  of  insurance  written  by 
American  companies,  by  tlie  United  States  companies,  on  the  lives 
of  people  living  abroad.  The  total  amount  of  that  insurance  in  1937 
was, only  $2,000,000,000.  On  the  other  hand,  this  does  not  include 
the  amount  of  life  insurance  in  force  in  the  United  States  written 
by  such  companies  as  the  Sun  Life  Assurance  Co.  of  Canada  and 
other  foreign  life  insurance  companies  doing  business  within  our 
borders,  nor  does  it  include  the  amount  of  legal  reserve  life  insurance 
written  by  the  United  States  Government,  so-called  converted  war- 
risk  insurance.  That  amounted  to  $2,590,000,000  in  1936,  so  the 
two  would  practically  offset  each  other  as  far  as  total  amount  is 
concerned. 

I  should  also  like  to  call  attention  to  the  fact  that  at  one  time,  in 
1919,  the  United  States  Government  had  outstanding  approximately 
$40,000,000,000  of  war-risk  insurance  and  the  $40,000,000,000  out- 
standing at  that  time  was  greater  than  the  total  amount  of  insurance 
outstanding  by  all  of  the  legal  resei*ve  hfe-insurance  companies  in  the 
United  States. 

The  Chairman.  What  was  that  year? 

Dr.  Davenport.  That  was  May  1919. 

Representative  Reece.  It  might  be  well  to  remark  there,  however, 
all  the  Government  insurance  outstanding  was  not  voluntarily  taken. 

Dr.  Davenport.  As  an  ex-member  of  the  A.  E.  F,  I  can  attest  to 
the  accuracy  of  that.  There  were  at  that  time  4,529,000  policies 
written  and  we  can  say  with  assurance  that  they  covered  4,529,000 
lives,  and  that  was  approximately  the  total  number  of  enlisted  men. 

(Mr.  Arnold  assumed  the  chair  during  Senator  O'Mahoney's*  tem- 
porary absence.) 

Mr.  Gesell.  Does  your  black  line  include  the  insurance  in  force 
through  fraternal  organizations  and  assessment  organizations? 

Dr.  Davenport.  No,  Mr.  Gesell.  This  black  line  is  based  upon 
legal  reserve  life  insurance  written  by  the  so-called  old-line  companies, 
the  308  companies  at  the  present  time. 

Mr.  Gesell.  Like  the  previous  chart,  it  is  confined  to  the  legal  re- 
serve companies? 

Dr.  Davenport.  That  is  right. 

Mr.  Gesell.  Have  you  any  further  comments  to  make  on  this 
chart? 

Dr.  Davenport.  No. 

Mr.  Gesell.  I  would  like  to  have  introduced  in  the  record  a  copy 
of  the  chart  concerning  which  Dr.  Davenport  has  just  given  some  in- 
formation, and  the  supporting  schedules  prepared  from  the  Statistical 
Abstract  and  Spectator  Year  Book. 

Acting  Chairman  Arnold.  It  may  be  admitted.  Do  you  want  it 
printed? 

Mr.  Gesell.  Yes;  as  part  of  the  record.  That  applies  with  respect 
to  all  the  charts  that  have  been  introduced  this  morning. 

(The  chart  referred  to  was  marked  "Exhibit  No.  217"  and  appears 
on  p.  1173.  The  statistical  data  on  wliich  this  cliart  is  based  are 
included  in  the  appendix  on  p.  1512.) 
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Mr.  Gesell.  What  is  your  next  chart? 

Dr.  Davenport.  The  next  chart  shows  the  income  and  expenditures 
of  hfe  insurance  companies  from  1865  by  years  to  1937.*  The  scale 
of  this  chart  runs  from  zero  at  the  base  to  $6,000,000,000  at  the  top. 

Mr.  Gesell.  May  I  interrupt  a  moment  and  ask  you  from  what 
sources  the  figures  on  this  chart  have  been  prepared. 

(The  chairman,  Senator  O'Mahoney,  resumed  the  chair.) 

Dr.  Davenport.  The  figures  for  this  chart  come  from  the  ofHcial 
reports  of  the  Hfe-insurance  companies  rendered  to  their  respective 
State  insurance  commissioners  as  reported  in  the  Spectator  Insurance 
Year  Book,  and  available  in  the  Statistical  Abstract  of  the  United 
States. 

The  top  curve  on  the  chart  shows  the  tptal  income  from  all  sources. 
That  is  the  income  which  comes  in  from  the  premiums  received  each 
year,  plus  the  income  they  may  receive  as  returns  from  their  invest- 
ments, rents  from  the  properties  that  they  hold,  dividends  that  are 
paid  on  any  stock  that  they  hold,  or  any  capital  gains  that  they  may 
make  on  the  disposition  of  their  assets. 

The  total  income  curve  rises  from  $25,000,000  in  1865  when  the 
industry  was  small  to  a  total  of  $5,257,000,000  in  the  year  1937. 

The  next  curve  just  below  the  total  income  curve  shows  the  amounts 
received  from  premiums  paid  on  insurance  in  force. 

Mr.  Gesell.  That  total  premium  income  is  already  included  in 
the  top  black  line  of  total  income. 

Dr.  Davenport.  That  is  right. 
.     Mr.  Gesell.  And  you  have  simplj^  taken  it  out  for  special  emphasis 
and  shown  it  in  the  dotted  line. 

Dr.  Davenport.  Yes;  Mr.  Gesell. 

The  premium  income  in  the  year  1865  was  $22,000,000.  The 
premium  income  in  1937  was  $3,762,000,000. 

Tlie  curve  that  appears  at  the  bottom  is  the  curve  that  shows  the 
total  expenditures  of  these  legal  reserve  life  insurance  companies,  the 
total  expenditures  for  all  purposes — death  claims,  annuity  payments, 
wages,  salaries,  commissions,  taxes;  the  total  payments  for  all  purposes. 

I  should  like  to  point  out  that,  in  the  last  fifty  years,  there  were 
two  different  occasions  when  the  premium  receipts  of  these  life. insur- 
ance companies  were  insufficient  to  meet  their  total  expenditures  for 
all  purposes.  The  first  occasion  was  in  the  year  1918,  at  the  time 
of  the  influenza  epidemic,  when  the  total  expenditures  for  all  pur- 
poses amounted  to  $999,000,000.  The  premium  receipts  that  year 
amounted  to  $994,000,000.  In  other  words,  premium  receipts  that 
year  failed  by  $5,000,000  to  meet  the  total  expenditures  of  the  com- 
panies. 

Their  total  income  from  all  sources,  however,  in  1918  was  $1,325,- 
000,000,  and  left  the  life  insurance  companies  with  an  excess  of 
$326,000,000,  by  which  amount  their  assets  increased  that  year. 

The  other  occasion  when  premium  receipts  were  insulhcient  to 
meet  total  exponditu?es  occurred  in  the  years  1932,  1933,  and  1934, 
when  you  can  see  from  the  chart  that  the  red  curve  ("total  expendi- 
tures") rose  above  the  dashed  curve. 

Mr.  Gesell.  Now  your  dotted  line  showing  total  premium  income 
represents,  to  state  it  another  way,  money  taken  in  from  the  policy- 
holders, is  that  correct? 

I  gee  "Exhibit  No.  218,"  infra,  p.  1512.  See  also  comments  of  Mr.  Frederick  H.  Ecker,  infra,  p.  123« 
fit  seq. 
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Dr.  Davenport.  That  is  right. 

Mr.  Gesell.  And  the  red  line  (bottom  curve)  represents  money 
paid  out  to  policyholders,  plus  money  paid  out  for  any  other  expenses. 

Dr.  Davenport.  Wages,  salaries,  commissions,  taxes,  and  that 
sort  of  thing. 

Mr.  Gesell.  Then  your  conclusion  is,  is  it  not,  that  except  in  the 
years  1918,  1932,  1933*^  and  1934,  the  companies  took  in  from  policy- 
holders more  money  than  they  needed  to  pay  out  all  claims  to  policy- 
holders and  to  cover  all  additional  expenses. 

Dr.  Davenport.  That  is  right. 

The  Chairman.  Have  you  ever  made  any  calculation  to  show  the- 
relationship  from  year  to  year  between  the  total  income  and  the  total 
expenditures?  In  other  words,  what  is  the  spread?  Is  the  spread 
increasing  or  decreasing? 

Dr.  Davenport.  The  spread.  Senator,  is  increasing,  as  can  be 
seen  by  the  widening  band  between  the  two  curves  (top  and  bottom 
curves). 

The  Chairman.  That  is  what  impressed  me  as  I  looked  at  the 
chart  and  I  thought  it  might  be  well  to  have  that  developed  in  a 
statistical  manner  if  you  have  not  already  done  so. 

Dr.  Davenport.  I  have  taken  the  last  20  years,  a  span  of  time 
that  includes  the  influenza  epidemic  of  1918  and  the  3  bad  years  of 
the  recent  depression,  1932,  1933,  and  1934.  The  sum  of  the  excesses 
of  total  income  over  total  expenditure  in  that  20  years  amounts  to 
$20,927,000,000,  by  wliich  amount  the  total  assets  of  these  life 
insurance  companies  have  increased  in  the  last  20  years. 

Mr.  Arnold.  In  other  words,  had  there  been  no  reserves  at  all,  all 
of  the  policyholders  would  have  been  paid;  is  that  a  correct  statement? 

Dr.  Davenport.  The  answer  to  that  question,  Mr.  Arnold,  is  one 
that  would  require  a  greftf  deal  of  elaboration  and  I  should  prefer 
that  you  reserve  the  question  until  we  are  prepared  to  answ  or  it 
adequately. 

Mr.  Arnold.  Just  for  my  own  understanding,  your  statement 
would  indicate  that  out  of  current  premiums  over  tliis  period  the 
policyholders  could  have  been  paid. 

Dr.  Davenport.  That  is  true,  excepting 

Mr.  Arnold  (interposing).  And  while  I  recognize  the  reserves  had 
a  certain  necessity  in  view  of  possible  contingencies,  as  a  matter  of 
fact,  in  view  of  what  actually  happened  the  current  income  was  suffi- 
cient to  pay  without  reserves;  that  is  true,  isn't  it? 

Dr.  Davenport.  That  is  perfectly  true. 

Mr.  Arnold.  And  what  you  are  referring  to  as  the  use  of  reserves 
had  reference  to  contingencies  which  might  have  arisen  but  didn't. 

Dr.  Davenport.  In  part. 

The  Chairman.  Stated  in  another  way,  it  might  be  inferred  that 
apparently  the  life-insurance  companies  have  not  been  compelled  to 
operate  on  a  deficit. 

Dr.  Davenport.  Taking  the  industry  as  a  whole,  they  certainly 
have  not.  There  have  been  life  insurance  coinpanies  that  have 
failed,  that  have  been  liquidated.,  They  have  been  small  companies. 
Since  1930,  68  companies  have  been  liquidated  or  absorbed  by  stronger 
companies,  but  they  represent  in  the  aggregate  a  small  percentage 
because  they  were  small  companies. 
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Mr.  Douglas.  The  total  picture  is  one  of  great  strength  and  sta- 
bihty,  is  it  not? 

Dr.  Davenport.  There  is  no  doubt  about  that. 

Dr.  LuBiN.  Dr.  Davenport,  I  take  it  you  have  the  table  upon  which 
these  are  based,  but  for  my  own  convenience  could  you  tell  us  what 
the  total  income  was  in  1929? 

Dr.  Davenport.  Yes,  sir;  in  1929  the  total  income  from  all  sources 
was  $4,337,000,000. 

Dr.  LuBiN.  And  with  a  national  income  of  80  billion,  that  meant 
about  6  percent  of  the  total  national  income  went  to  the  insurance 
companies. 

Dr.  Davenport.  I  have  a  chart  wliich  will  presently  be  presented 
wliich  shows  the  comparison  of  life  insurance  income  with  the  total 
income  of  the  United  States.^  I  have  not  the  figures  for  1929,  but  in 
1930  the  Ufe  insurance  income  represented  6.7  percent  of  total  national 
income.^ 

Mr.  Gesell.  Your  next  chart  will  cover  that  in  some  detail,  will 
it  not? 

Dr.  LuBiN.  Excuse  me;  I  am  sorry. 

Mr.  Gesell.  Now,  one  other  reservation  wliich  you  had  in  answer- 
ing Mr.  Ai"nold's  question  was  the  fact,  was  it  not,  that  of  that  pre- 
mium income  received,  it  is  necessary  to  set  aside  a  certain  portion 
every  year  against  the  future  claims  which  may  arise  as  risks  mature? 

Dr.  Davenport.  Yes,  the  life-insurance  contract  is  a  long-term 
contract  and  may  run  for  60  or  70  years,  and  the  reserves  accumulated 
on  individual  policies  have  to  be  adequate  to  meet  the  contingency 
that  may  arise  when  the  policy  is  terminated,  either  by  death,  with- 
drawal or  expiring,  and  that  may  be  a  long  time  after  the  policy  is 
written. 

Mr.  Gesell.  I  would  like  to  offer  for  the  record  at  this  time  a  copy 
of  the  chart  which  Dr.  Davenport  has  just  discussed,  together  with  a 
schedule  of  supporting  figures  which  are  obtained  from  the  Spectator 
Insurance  Year  Books,  to  be  printed  as  part  of  the  record. 

(The  chart  referred  to  was  marked  "Exhibit  No.  218"  and  appears 
on  p.  1177.  The  statistical  data  on  which  this  chart  is  based  are 
included  in  the  appendix  on  p.  1512.) 

Mr.  Gesell.  Dr.  Davenport,  what  is  your  next  chart? 

Dr.  Davenport.  The  next  chart,  Mr.  Gesell,  shows  some  of  the 
detail  of  income  and  expenditure  for  the  sole  year  1937.^  It  shows  a 
bar  on  the  left-hand  side  which  represents  the  total  income  of 
$5,257,000,000.  On  the  right-hand  side  it  represents  total  expendi- 
tures. 

The  Chairman.  How  many  companies  are  included  in  this  chart? 

Dr.  Davenport.  This  chart,  Senator,  is  based  upon  the  same  308 
companies  that  we  have  used  throughout,  based  upon  the  official 
figures  sworn  to  by  the  companies  in  their  statements  to  the  individual 
State  insurance  commissioners,  and  as  collected  and  published  by 
Spectator  in  the  Insurance  Year  Book. 

That  year  the  total  income  was  $5,257,000,000.  Their  total 
expenditures  for  all  purposes  amounted  to  $3,610,000,000.  That  year 
the  premiums  received  from  policyholders  amounted  to  $3,73 1 ,000,000, 

>  Si-e  "Exhibit  No.  220,"  infra,  p.  nS3. 

>  I'oid,  ai'.pendix,  p.  1  .M?. 

»  See  "Exhibit  No.  219,"  iufra,  p.  U81.  See  also  comments  of  Mr.  Frederick  11.  Etker,  iufra,  p.  1236  et 
seq. 
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which  as  you  can  see,  was  in  excess  of  their  expenditures  for  all 
purposes. 

Other  revenues  of  $1,245,000,000,  represented  by  the  blue  bar, 
came  from  earnings  of  their  investments,  interest,  dividends,  rent, 
and  so  forth.  Supplementary  contracts  brought  in  in  that  year 
$281,000,000,  5.3  percent  of  their  total  income.  Supplementary 
contracts  to  a  certain  extent  are  similar  to  premiums  received  from 
polic3'^holders.  They  represent  the  amounts  that  are  left  with  the 
company  by  beneficiaries  of  policies  that  have  m.atured,  left  with  the 
companj^  to  assure  a  payment,  usually  a  monthly  payment  to  them 
over  a  period  of  years  into  the  future. 

Senator  King.  So  that  the  contingent  liabilities  of  the  companies 
are  very  great. 

Dr.  Davenport.  They  are. 

The  total  expenditures  can  be  broken  up  into  the  payments  to  policy- 
holders or  to  the  beneficiaries  of  policyholders.  In  1937  the  com- 
panies paid  out  $2,603,000,000  to  policyholders  or  beneficiaries. 
That  amount  was  72.1  percent  of  their  total  expenditures. 

Expenses  for  commissions,  salaries,  and  expenses  of  agents,  officers 
and  employees,  amounted  to  $555,000,000,  15.4  percent  of  their  total 
expenditures.  Other  expenditures  amounted  to  $452,000,000,  12.5 
percent  of  their  total  expenditures. 

Senator  King.  What  would  come  within  that  category? 

Dr.  Davenport.  The  repairs  and  expenses  in  maintaining  the  real 
estate  they  have  taken  over  by  foreclosure,  insurance,  taxes,  license 
fees,  profits  and  losses,  real  estate  taxes  paid  on  real  estate  that  they 
either  own  as  their  office  buildings  or  that  tlmy  own  because  they  have 
taken  them  over  by  foreclosure,  rents.  Dividends  to  stockholders 
amount  to  $18,000,000  only.  The  stock  insurance  companies  are  a 
relatively  unimportant  element  in  the  total.  Medical  fees  and 
inspection  accounted  for  another  $18,000,000. 

Mr.  Douglas.  Are  there  included  in  payments  to  policyholders 
and  beneficiaries  loans  on  insurance  company  policies? 

Dr.  Davenport.  No;  those  constitute  assets,  investment  upon 
which  an  interest  is  earned. 

The  Chairman.  Would  it  be  proper  to  add  other  expenses  to  the 
expenses  designated  there  as  commissions,  salaries,  and  so  forth,  and 
call  the  sum  the  administrative  cost? 

Dr.  Davenport.  I  should  think  that  that  would  be  a  perfectly 
fair  thing  to  do. 

The  Chairman.  As  I  notice,  the  other  expenses  constitute  12.5 
percent  of  all  expenditures,  and  commissions,  salaries,  expenses  of 
agents,  etc.,  constitute  15.4,  so  that  the  administrative  expense  on 
that  computation  would  be  27.9  percent  of  all  the  expenditures. 

Dr.  Davenport.  I  think  that  is  right. 

The  Chairman.  Is  that  a  correct  assumption,  sir? 

Dr.  Davenport.  Yes.' 

Mr.  Arnold.  Do  you  intend  elsewhere  to  separate  the  cost  of 
selling  jrad  the  commissions? 

Dr.  Davenport.  That  will  be  done  in  great  detail  in  our  later  work. 

Senator  King.  Did  you  discover  in  your  investigations  any  very 
great  losses  by  reason  of  the  depreciation  in  the  values  of  real  estate? 

Dr.  Davenport.  Mr.  Howe,  who  is  to  follow  me  this  afternoon, 
will  go  into  that  in  considerable  detail,  sir.    . 
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Senator  King.  There  have  been  very  heavy  losses  there,  have  there 
not,  but  not  sufficient  to  impair  the  strength  of  the  institutions  or  the 
solvency  of  the  policies? 

Dr.  Davenport.  The  strength  of  the  institutions  is  unimpaired. 

Senator  King.  So  that  those  persons  who  have  policies  may  be 
perfectly  reassured  as  to  the  solvency  of  their  policies. 

Dr.  Davenport.  I  have  policies  myself,  Senator,  and  I  am  under 
no  fear  of  their  insolvency. 

Mr.  Gesell.  Dr.  Davenport,  one  reservation  on  the  question  that 
the  chairman  asked  you.  In  "other  expenses"  is  included  capital 
losses,  is  that  not  correct? 

Dr.  Davenport.  That  is  right. 

Mr.  Gesell.  And  in  a  sense  you  would  not  call  capital  losses  an 
administrative  expense.     Wha.  do  those  capital  losses  amount  to? 

Dr.  Davx^nport.  The  total  capital  losses  in  1937  were  put  down  at 
$74,000,000,  2.1  percent  of  their  total  expenditures.' 

Mr.  Gesell.  Just  in  passing,  have  you  made  any  comparisons 
between  income  received  by  certain  individual  companies  and,  let's 
say,  the  income  or  revenue  of  an  important  State? 

Dr.  Davenport.  I  have.  It  is  interesting  to  compare  the  premium 
income  alone,  the  premium  income  collected  by  certain  large  com- 
panies, with  the  total  taxes  collected  by  the  States  in  which  they  are 
located.  For  example,  in  1935  the  Metropolitan  Life  Insurance  Co. 
collected  as  premiums  solely  from  the  residents  of  New  York  State 
a  total  of  $147,826,000.  In  that  year  the  sum  total  of  all  taxes  col- 
lected by  the  State  of  New  York  amounted  to  $315,590,000.  The 
Metropolitan's  premium  income  from  New  York  State  was,  therefore, 
47  percent  as  large  as  the  State  tax  collection.  The  entire  premium 
income  of  the  Metropolitan  Life  Insurance  Co.  in  1935  amounted  to 
$939,000,000.  This  amount  was  almost  three  times  the  entire  tax 
collections  of  the  State  of  New  York,  the  State  by  which  th&  Metro- 
pohtan  Life  Insurance  Co.  is  regulated. 

The  largest  life  insurance  company  in  Wisconsin  is  the  Northwestern 
Mutual  Life.  In  1936  this  company  collected  a  total  of  $130,000,000 
in  premiums.  That  same  year  the  total  tax  collections  of  the  State  of 
Wisconsin  were  only  86  million. 

Mr.  Gesell.  Were  those  premiums  from  the  residents  of  the  State 
of  Wisconsin? 

Dr.  Davenport.  They  were  total  premium  receipts  from  all 
their  business  and  they  operate  in  42  States.  In  other  words,  the 
Northwestern  Mutual  Life  Insurance  Co.  collected  in  premiums  $1.53 
for  every  dollar  of  taxes  collected  by  the  State  of  Wisconsin,  the  State 
by  which  it  is  regulated. 

I  have  one  other  similar  comparison  If  we  have  time  I  would  be 
glad  to  give  that. 

The  Chairman.  Proceed. 

Dr.  Davenport.  There  are  two  large  Pennsylvania  companies, 
the  Penn  Mutual  and  the  Provident  Mutual.  Together  in  1935  they 
collected  in  total  premiums  $122,000,000.  In  that  same  year  the  total 
tax  collections  of  the  State  of  Pennsylvania  amounted  to  $157,000,000. 

'  Dr.  Davenport  subsequently  corrected  this  statement  as  follows;  "On  the  disbursement  side  of  the 
summary  statement  contained  in  The  Spectator  Insurance  Year  Book  for  1938,  p.  416,  appears  an  item  of 
"Profit  and  loss,  etc.,  $73,610,821."  This  amount  was  erroneously  taken  to  reflect  capital  losses.  Instead 
of  showing  capital  losses  in  1937,  the  combined  statements  of  the  30S  companies  show  $31,739,582  as  a  net 
"profit  on  the  sale  or  maturity  of  ledger  assets." 
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The  Chairman.  What  year  was  that? 

Dr.  Davenport.  This  was  1935,  the  only  year  for  which  we  could 
obtain  the  State  tax  figures  for  Pennsylvania. 

Thus  it  appears  that  these  two  companies  collected  as  premiums 
78  percent  as  much  as  the  State  of  Pennsylvania  collected  in  taxes. 

Mr.  Gesell.  What  is  the  source  for  those  figures  which  you  have 
just  given  us,  Dr.  Davenport? 

Dr.  Davenport.  These  figures  are  obtained  in  the  case  of  the 
insurance  compnies  from  the  official  reports  made  to  the  individual 
State  insurance  commissioners  as  pubHshed  in  the  Spectator  Insur- 
ance Year  Book,  and  in  the  case  of  the  State  tax  collections  direct 
auditors'  reports  to  the  Social  Security  Board. 

Senator  King.  These  various  companies  to  which  you  referred 
make  public  annually  or  semiannually  the  activities  and  condition  of 
their  companies? 

Dr.  Davenport.  Yes,  Senator.  All  of  their  figures  become  piibHc 
property  after  the  State  commissioners  of  insurance  publish  their 
reports. 

Senator  King.  You  found,  did  you  not,  that  the  reports  were 
accurate,  that  is  to  say  there  was  no  concealment  but  they  revealed 
very  fully  their  assets  and  habilities  and  receipts  and  disbursements? 

Dr.  Davenport.  Senator,  the  statements  are  sworn  to  by  the 
oflEicers  of  the  company. 

Senator  King.  Did  you  discover  in  your  investigations  that  more 
and  more  people  who  want  a  little  investment  or  a  little  nest-egg  take 
out  policies  in  insurance  companies,  expecting  their  families  upon  their 
death  will  be  provided  for? 

Dr.  Davenport.  Yes,  Senator,  to  an  increasing  extent. 

Senator  King.  That  accounts  for  the  large  premiums,  because  so 
many  take  out  insurance  pohcies  rather  than  deposit  their  funds  in 
banks. 

Mr.  Gesell.  We  are  coming  to  some  very  interesting  comparisons 
on  that  in  just  a  moment. 

The  Chairman.  It  might,  however,  be  proper  to  remark  here  in 
the  light  of  the  comparison  which  Dr.  Davenport  has  made  between 
the  income  of  certain  insurance  companies  and  the  tax  revenue  of  the 
States,  that  it  is  a  common  behef  among  citizens  that  the  taxes  are 
too  high  anyway.     [Laughter.] 

Mr.  Ge5ei-l.  I  would  like  to  have  introduced  in  the  record  at  this 
time  a  copy  of  the  chart  which  Dr.  Davenport  has  just  discussed,  to 
be  marked  as  "Exhibit  219." 

(The  chart  referred  to  was  marked  "Exhibit  No.  219"  and  appears 
on  p.  1181.) 

Mr.  Gesell.  Now  what  is  your  next  chart? 

Dr.  Davenport.  The  next  chart,  Mr.  Chairman,  carries  the  title 
"Total  Income  of  Life  Insurance  Companies  and  the  National  In- 
come."^ This  chart  is  based  upon  figures  released  by  the  United 
States  Department  of  Commerce  on  the  total  national  income  and  rep- 
resents the  amounts  produced  in  the  years  that  are  represented.  The 
total  income  of  the  life-insurance  companies  is  the  same  set  of  figures 
that  I  gave  you  before  in  another  connection  and  is  based  upon  the 
official  figures  released  by  the  individual  companies  to  the  respective 
commissioners  of  insurance.     The  chart  runs  from  $10,000,000  at  the 


I  See  "Exhibit  No.  220",  infra,  p.  1183. 
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base  to  $100,000,000,000  at  the  top,  and  shows  the  figures  from  1880 
through  1937. 

The  total  income  of  Ufe-insurance  companies  in  1880  was  $80,- 
000,000.  In  1937  the  total  income  of  life-insurance  companies  was 
$5,257,000,000.  The  income  of  the  life  insurance  companies  in  this 
period  increased  6400  percent.  The  national  income  in  1880  was 
$7,400,000,000  and  in  1937  $69,800,000,000,  an  increase  of  840  percent. 

Mr.  Gesell.  What  were  the  years  when  the  total  income  of  the  life 
insurance  companies  accounted  for  the  greatest  percentages  of  the  na- 
tional income? 

Dr.  Davenport.  The  percentage  ratio  of  life  insurance  income  to 
total  national  income  rose  from  one-tenth  of  1  percent  in  1880,1.6 
percent  in  1890,  2.2  percent  in  1900,  2.5  percent  in  1910,  2.8  percent 
in  1915,  2.6  percent  in  1920,  4.1  percent  in  1925,  6.7  percent  in  1930, 
■9  percent  in  1931,  11.6  percent  in  1932.  That  Mr.  Gesell,  was  the 
peak. 

Mr.  Gesell.  Since  then  it  has  fallen  off  imtil  in  1937  the  figure  was 
7.5  percent,  is  that  correct? 

Dr.  Davenport.  That  is  right. 

Dr.  LuBiN.  Could  we  get  the  same  figures  into  the  record  based  on 
premium  income? 

Dr.  Davenport.  I  do  not  have  those  figures  at  hand,  but  I  can  pre- 
pare them  for  you  and  shall  do  so.' 

Mr.  Gesell.  Have  you  any  further  comments  you  wish  to  make  on 
the  chart? 

Dr.  Davenport.  One  or  two  observations  might  throw  these  fig- 
ures into  some  perspective.  In  1937  the  entire  total  income  of  life 
insurance  companies  amounted  to  $5,257,000,000,  an  amount  which 
Avas  one  and  one-half  times  as  great  as  the  value  of  our  exports  that 
year  and  only  slightly  less  than  the  total  ordinary  receipts  of  the 
United  States  Government. 

Mr.  Gesell.  I  should  like  to  introduce  into  the  record  at  this  time 
a  copy  of  the  chart  which  has  just  been  discussed,  together  with  a 
schedule  containing  the  supporting  statistics,  to  be  marked  as  "Ex- 
hibit No.  220." 

The  Chairman.  Without  objection,  it  may  be  so  ordered. 

(The  chart  referred  to  was  marked  "Exhibit  No.  220"  and  appears 
on  p.  1183.  The  statistical  data  on  which  this  chart  is  based  are 
included  in  the  appendix  on  p.  1513.)    _ 

Mr.  Gesell.  Now  your  next  chart  is  entitled  "Assets  of  Formal 
Savings  Institutions  in  United  States,"  ^  is  it  not? 

Dr.  Davenport.  This  is  the  chart  with  that  title. 

Mt.  Gesell.  From  what  sources  of  information  has  it  been  prepared? 

Dr.  Davenport.  This  chart  is  based  on  figures  which' were  pub- 
lished in  the  Statistical  Abstract  of  the  United  States  for  1937. 

The  Chairman.  What  is  meant  by  the  phrase,  "formal  savings 
institutions"? 

Dr.  Davenport.  The  formal  savings  institutions  include  the  life- 
insurance  companies,  the  mutual  savings  banks,  the  building  and  loan 
associations  or  institutions  of  that  type,  including  at  the  present  time 
the  Federal  savings  and  loan  associations,  and  the  savings  depart- 

i  Dr.  Davenport  subsequently  submitted  premium  income  figures  and  a  revised  chart.    Both  are  in- 
cluded In  the  appendix  on  pp.  1642  and  1643. 
»  See  "Exhibit  No.  221",  infra,  p .  1189. 
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ments  of  the  commercial  banks.  It  does  not  include  postal  savings, 
Christmas  funds,  credit  unions,  the  amounts  that  you  may  have 
saved  in  the  old  tin  box  or  corporate  surpluses  that  are  piled  up.  It 
is  not  a  picture  of  total  savings  in  your  economy;  merely  the  formal 
institutions  that  are  employed  by  individuals  in  accumulatiug  a  nest 
egg. 

The  Chairman.  Thank  you,  Doctor. 

Mr.  Gesell.  Will  you  explain  each  of  those  lines  rather  carefully 
because  there  are  so  many  of  them  on  the  chart. 

Dr.  Davenport.  I  first  point  out  that  the  chart  starts  in  1910, 
the  first  year  for  which  we  may  obtain  comparable  and  authentic 
figures,  and  it  runs  through  1937.  The  figures  for  individual  years 
are  plotted.  The  red  curve  shows  the  savings  deposits  in  the  hands 
of  the  State  and  National  banks,  the  so-called  commercial  banks. 
The  heavy  black  curve  represents  the  total  assets  of  life-insurance 
companies.  The  dashed  curve  appears  under  the  previous  two  and 
represents  the  total  assets  of  mutual  savings  banks,  and  the  bottom 
curve  represents  the  total  assets  of  building  and  loan  associations. 

The  Chairman.  Have  you  compared  the  assets  of  the  fife  insurance 
companies  with  the  postal  savings  deposits? 

Dr.  Davenport.  The  postal  savings  deposits  at  the  present  time 
amount  to  about  a  billion  and  a  half. 

Mr.  Gesell.  As  compared  with  what  figure  for  the  insurance  com- 
panies? 

Dr.  Davenport.  As  compared  with  $26,249;000,000  for  the  life 
insurance  companies. 

The  Chairman.  It  is  probable  that  a  chart  which  would  plot  the 
two  lines  of  life-insurance  company  assets  and  postal-savings  deposits 
during  this  period  covered  by  this  chart  would  be  very  LHuminating.^ 
I  may  say  that  I  had  occasion  several  years  ago  to  become  acquainted 
with  the  Postal  Savings  System,  and  I  was  very  much  interested  to 
note  that  the  increase  of  postal  savings  foreshadowed  the  banking 
crisis.  The  people  were  turning  in  greater  and  greater  number  away 
from  the  banks  and  to  the  postal  savings  system  as  the  fear  of  the 
economic  status  grew,  and  I  think  a  similar  comparison  would  be  of 
great  interest  to  this  committee  if  you  could  make  it.  Dr.  Davenport. 

Dr.  Davenport.  I  shall  see  that  that  is  made.  I  can  say  that 
between  1930  and  1937  the  postal  savings  deposits  in  the  tJnited 
States  increased  approximately  $1,000,000,000.  That  was  over  the 
troubled  period  to  which  you  referred. 

Senator  King.  I  suppose  you  discovered  that  many  of  these 
savings  to  which  you  referred,  whether  they  be  in  postal  banks  or  in 
commercial  banks,  consisted  of  Government  bonds,  did  you  not? 
Were  they  cash  savings  or  were  those  cash  savings  converted  into 
Government  bonds? 

Dr.  Davenport.  You  mean  by  the  individual  institutions  them- 
selves— they  invested  them  in  Government  bonds? 

Senator  King.  Yes. 

Dr.  Davenport.  I  have  no  way  of  speaking  authoritatively  about 
that  at  the  present  time,  Senator..  I  kno.w  that  the  savings  banks, 
for  example,  are  subject  to  about  the  same  restrictions  in  their  assets 
that  govern  the  life  insurance  companies.     In  Massachusetts   the 

'  Dr.  Davenport  subsequently  submitted  flgures  and  a  chart  showing  postal  savings  deposits.  Both 
we  Included  in  the  appendix  on  pp.  1044  and  1645. 
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savings  banks  have  approxiniately  50  percent  of  their  deposits  in- 
vested in  mortgages  and,  to  their  sorrow  at  the  present  time,  real 
estate. 

Senator  King.  The  point  I  was  trying  to  make  is  that  these  figures 
which  you  have  given  do  not  indicate  that  these  various  corporations 
have  cash  on  hand  to  the  extent  that  you  have  indicated. 

Dr.  Davenport.  No;  they  are  the  assets. 

Senator  King.  They  are  invested  in  mortgages  and  in  Government 
bonds  and  in  other  securities. 

Dr.  Davenport.  They  are  permitted  to  invest  in  securities  of 
municipalities,  of  States,  of  the  United  States  Government,  in  mort- 
gages, real  estate,  public  utility  bonds. 

Mr.  Gesell.  We  wiU  come  to  that  in  some  greater  detail  through 
the  next  witness. 

Dr.  Davenport.  The  chart  based  on  the  aggregates  reflecting  the 
growth. of  these  four  principal  types  of  savings  institutions  in  the 
United  States  raises  certain  questions  to  which  we  cannot  give  final 
answer  at  this  time;  however,  it  is  apparent  that  the  life  insurance 
companies  have  never  shown  a  decline.  Every  year  for  which  figures 
are  available  total  assets  of  life  insurance  companies  show  an  increase 
over  the  assets  of  the  year  before.  This  was  true  in  1918,  the  year 
of  the  influenza  epidemic  when  death  losses  were  exceptionally  high. 
It  was  also  true  throughout  the  depcession  years  of  1932,  1933,  and 
1934.  In  this  respect  the  life  insurance  companies  are  unique  among 
financial  institutions.  The  reasons  for  the  momentum  which  has 
carried  the  life-insurance  companies  ever  upward  are  many.  Among 
them  may  be  mentioned  the  fact  that  premium  receipts,  which  con- 
stituted about  72  percent  of  their  total  income  in  1937,  have  been 
almost  always  more  than  sufficient  to  meet  expe^ditures  for  all  pur- 
poses. This  was  not  so  in  1918;  the  amount  of  the  deficiency  then 
was  $5,000,000. 

The  Chairman.  And  would  it  be  proper  to  say  that  this  steady 
increase  of  the  assets  of  the  life  insurance  companies,  while  the  assets 
of  other  institutions  have  varied  up  and  down,  accounts,  in  part  at 
least,  for  the  condition  which  was  represented  on  your  chart  entitled 
"Income  and  expenditure  of  life  insurance  companies";'  namely,  the 
increasing  spread  of  the  other  income  of  life  insurance  companies  as 
compared  with  the  ex-penditure? 

Dr.  Davenport.  That  is  certainly  a  very  important  factor. 

The  Chairman.  In  other  words,  as  the  assets  of  the  insurance  com- 
panies accumulate,  a  greater  and  greater  proportion  of  the  income  of 
the  insurance  companies  is  derived  from  their  investment  in  the  eco- 
nomic affairs  of  the  Nation, 

Dr.  Davenport.  And  as  has  also  been  the  case,  their  total  income 
is  always  greater  than  their  total  expenditure;  their  assets  must 
increase. 

Senator  King.  They  constitute  a  reservoir  to  which  many  enter- 
prises of  merit  resort  for  their  capital  needs. 

Dr.  Davenport.  Public  utilities,  municipalities.  State,  and  United 
States  Government,  people  who  have  real  estate  and  want  to  borrow 
on  their  real  estate — all  go  to  life  insurance  companies. 

1  See  "Exhibit  No.  218",  supra,  p.  1177. 
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Mr.  Arnold.  Will  you  clear  something  up  for  me?  I  had  thought 
that  this  chart,  "Income  and  Expenditures,"'  indicated  that  the 
premiums  themselves,  without  recourse  to  either  the  reserves  or  the 
interest  on  the  reserves,  would  have  been  sufficient  to  take  care  of  the 
total  expenditures  except  for  those  three  times  shown  on  the  chart. 
Isn't  thai  true? 

Dr.  Davenport.  That  is  correct. 

Mr.  Arnold.  So  that  the  increase  in  the  reserves  and  the  interest 
on  the  reserves  would  have  nothing  to  do  with  that  spread  between 
those  two  black  lines?     Am  I  right  about  that? 

Dr.  Davenport.  The  top  line  on  the  chart  entitled  "Income  and 
Expenditures  of  Life  Insurance  Companies"  represents  their  total 
income  from  all  sources  and  includes  the  figure  for  the  premium  income, 
and  the  spread  between  the  premium  income  and  the  total  income 
represents  what  they  have  earned  that  year  and  received  as  income 
from  their  investments. 

Mr.  Gesell.  This  chart  that  we  are  discussing  now  relates  to  assets, 
does  it  not? 

Dr.  Davenport.  That  is  right. 

Senator  King.  That  is,  assets  of  formal  savings  institutions. 

Mr.  Gesell.  That  is  correct. 

Dr.  Davenport.  And  the  growth  in  assets  is  represented  by  the 
difference  between  total  income  and  total  expenditures.  Even  in  the 
3  years  of  the  depression,  1932,  1933,  and  1934,  total  income  of  life 
insurance  companies  was  $326,000,000  greater  than  their  total  expen- 
ditures, and  their  total  assets  grew  by  that  amount,  while  the  assets 
of  other  formal  savings  institutions  were  being  drawn  off  and  reduced. 

May  I  correct  that  statement?  I  would  like  to  clarify  one  point. 
During  these  3  years  the  excess  of  income  over  expenditures  amounted 
to  almost  2)4  billion  dollars  by  which  their  assets  increased  in  the 
worst  years  of  the  depression. 

Mr.  Gesell.  Can  you  give  us  any  reasons  for  this  growth  of  life 
insurance  assets,  Dr.  Davenport? 

Dr.  Davenport.  There  are  two  important  reasons  for  the  persist- 
ent growth  of  hfe  insurance  assets  which  may  be  mentioned.  Both 
are  deeply  rooted  in  the  very  nature  of  the  institution  of  life  insur- 
ance. First,  it  may  be  pointed  out  that  in  thinking  of  his  life  insur- 
ance, the  policyholder  regards  the  face  amount  of  his  insurance  as 
the  primary  measure  of  his  protection.  The  actual  cash  surrender 
value  of  his  policy  may  be  extremely  small,  as  it  is  in  the  case  of 
policies  that  have  been  in  force  only  a  short  time.  It  is  always  sub- 
stantially less  than  the  face  value  of  the  insurance.  The  overall 
average  of  all  policies  in  force  shows  that  the  cash  surrender  value  is 
less  than  one-fifth  of  the  amount  of  the  insurance  in  force.  Thus  an 
individual  who  has  a  $1,000  life  insurance  policy  that  has  been  in 
effect  an  average  period  of  time  would  be  able  to  obtain  by  surren- 
dering it  not  more  than  $200.  In  his  mind  he  would  have  to  sacrifice 
the  protection  which  $1,000  would  represent  to  his  family  in  case  of 
his  death  for  only  $200  in  cash.  Undisr  these  circumstances  it  is 
easy  to  understand  why  he  would  hesitate  to  withdraw  his  savings 
on  such  a  policy  and  why  he  would  first  turn  to  other  resources. 

Second,  the  insured  person  knows  that  by  reason  of  the  increase  in 
his  age  or  the  possible  impairment  in  his  health  since  he  first  took  out 

1  See  "Exhibit  No.  218",  supra,  p.  1177. 
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his  policy,  it  might  be  difficult  or  even  impossible  for  hiia  to  take  out 
a  new  life  insurance  pohcy.  In  any  event,  he  is  sure  that  a  new  in- 
surance policy  would  certainly  cost  him  a  great  deal  more  money. 
Policyholders,  therefore,  regard  their  life  insurance  policies  as  their 
last  resource  and  hold  on  to  them  until  other  forms  of  resources  have 
been  exhausted.  Even  then  the  policyholder  will  generally  seek  a 
loan  on  his  policy  or  give  notes  to  the  company  for  his  premiums 
rather  than  actually  surrender  his  policy. 

The  other  types  of  savings  institutions  stand  in  a  less  advantageous 
position  in  this  respect.  .Age  and  health  have  nothing  to  do  with 
the  possibility  of  opening  or  closing  a  savings  account  in  a  mutual 
savings  bank  or  a  savings  account  in  a  commercial  l^ank. 

Senator  King.  I  assume  that  the  life  insurance  companies  do  not 
encourage  the  surrender  of  the  policies  but  rather  encourage  a 
continuity  of  them. 

Dr.  Davenport.  That  is  correct,  Senator.  Moreover,  the  protec- 
tion that  is  offered  by  savings  deposits  in  savir  ^s  banks  can  never 
be  greater  than  the  amount  on  deposit,  wheref^s  in  the  (^se  of  the 
life  insurance  company  the  protection  that  is  offered  is  fiVe  times  as 
great  on  the  average  as  the  amount  of  cash  that  could  be  obtained. 

Savings  entrusted  to  the  life  insurance  companies  are,  therefore, 
the  last  to  be  withdrawn.  It  is  natural,  therefore,  that  the  assets 
of  the  savings  banks  and  the  commercial  banks  and  even  the  building 
and  loan  associations  should  be  reduced  in  iperiods  of  depression. 

Another  feature  of  life  insurance  shared  to  only  a  limited  extent 
by  building  and  loan  associations  is  the  systematic,  routinizod  method 
of  premium  collections  that  tends  to  main  tarn  income  to  the  life 
insurance  companies  even  in  the  condition  of  great  hardships  to  the 
policyholders.  The  failure  to  continue  premium  payments  carries 
with  it  penalties  which  in  time  result  in  the  lapse  of  the  insurance 
and  the  loss  of  protection.  This  feature  of  life  insurance  intensifies 
the  tendencies  of  policyholders  to  cling  to  their  insurance  and  to 
maintain  their  premium  payments  until  other  resources  fail. 

The  Chairman.  Your  testimony  tends  to  strengthen  the  statement 
made  by  Chairman  Douglas  at  the  outset,  that  outstanding  policies 
are  very  firmly  based  upon  the  present  assets  of  these  companies. 

Dr.  Davenport.  Exactly. 

Mr.  Gesell.  You  would  say,  then,  really,  that  the  life  insurance 
companies  are  a  unique  form  of  sa\angs  institution,  are  they  not? 

Dr.  Davenport.  That  is  the  conclusion  that  comes  inevitably  from 
this  analysis.  life  insurance  is  a  unique  form  of  savings  institution. 
Its  basic  characteristics  are  such  that  it  continues  to  grow  even  in 
times  of  great  economic'depres^ion .  The  implications  of  this  tendency 
toward  the  concentration  of  savings  and  the  control  thereof  by  Ufe 
insurance  companies  raises  questions  for  the  consideration  of  this 
committee,  and  they  constitute  a  basic  subject  for  our  inquiry.  But 
the  final  answer  cannot  be -given  at  this  time. 

Senator  King.  One  inquiry  may  I  make:  Did  you  find  that  the 
State  laws  under  which  these  corporations  exist  tend  to  maintain  the 
institutions  and  to  prevent  fly-by-night  organizations  from  obtaining 
charters  to  engage  in  life  insurance  business? 

Dr.  Davenport.  Senator,  with  respect  to  the  large  States  in  which 
the  large  life  insurance  comp)anies  are  incorporated  and  do  business, 
I  can  answer  that  definitely  in  the  affirmative.     The  companies  that 
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have  failed,  were  small  companies,  were  companies  that  were  young 
companies  and  were  not  companies  that  were  organized  and  doing 
business  where  the  great  bulk  of  the  life  insurance  is  done. 

The  Chairman.  In  other  words,  it  is  your  testimony  that  the  in- 
surance laws  of  the  States  in  which  the  bulk  of,  or  the  largest  propor- 
tion of,  life  insurance  companies  are  incorporated,  are  well  calculated 
to  protect  the  poHcyholders, 

Dr.  Davenport.  Mr.  Chairman,  I  am  not  a  lawyer  and  I  do  not 
presume  to  say  that  I  am  competent  to  answer  that  question.  We 
intend  to  go  into  that  in  great  detail. 

The  Chairman.  Then  I  didn't  quite  understand  your -answer  to 
Senator  IGng. 

Dr.  Davenport.  My  general  impression.  Senator — perhaps  I 
should  say  it  is  a  personal  opinion 

Senator  King  (interposing).  Well,  from  your  examination  of  these 
various  institutions  about  which  you  have  testified,  it  would  seem  to 
me  you  would  have  some  conclusion  as  to  whether  the  laws  under  which 
they  are  organized  afford  reasonable  protection  to  the  pohcyholders. 

Mr.  Gesell.  Your  studies  have  been  entirely  statistical,  have  they 
not? 

Dr.  Davenport.  They  have. 

Mr.  Gesell.  You  have  made  no  inquiry  into  the  working  of  any 
individual  companies? 

Dr.  Davenport.  No. 

Mr.  Gesell.  And  the  opinion  you  have  expressed  is  simply  your 
personal  opinion,  which  you  have  derived  from  a  reading  of  the 
literature? 

Dr.  Davenport.  And  from  a  study  of  the  assets  of  these  institutions. 

Mr.  Gesell.  But  it  has  not  been  a  particular  objective  of  your 
study  to  examine  the  activities  of  insurance  companies  as  they  relate 
to  regulations  by  State  authorities? 

Dr.  Davenport.  That  is  perfectly  true. 

Senator  King.  However,  your  study  shows  these  large  assets,  the 
solvency- — -more  than  solvency,  if  I  may  use  that  expression- — ^and 
indicates  these  institutions  have  been  well  managed,  and  that  they 
'must  have  been  organized  upon  a  sound  and  satisfactory  law. 

Dr.  Davenport.  One  cannot  help  but  be  impressed  by  the  con- 
tinued growth  in  the  assets  of  these  companies. 

Mr.  Douglas.  We  will  present,  Mr.  Chairman,  considerable 
evidence,  facts  relative  to  that  line  of  inquiry  at  subsequent  session? 
of  the  hearings. 

Mr.  Gesell.  I  would  like  to  introduce  into  the  record  at  this  time 
the  chart  which  Dr.  Davenport  has  just  been  discussing,  together 
with  a  schedule  showhig  the  supporting  statistical  data  and  the 
sources  from  which  it  has  been  obtained. 

The  Chairman.  Without  objection,  it  may  be  admitted. 

(The  chart  referred  to  was  marked  "Exhibit  No.  221"  and  appears 
on  p.  1189.  The  statistical  data  on  which  this  chart  is  based  are 
included  in  the  appendix  on  p.  1513.) 
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Mr.  Gesell.  The  next  chart  is  your  last  one,  is  it  not? 

Dr.  Davenpout.  Before  I  turn  to  the  last  chart,  Mr.  Gesell,  if 
I  may  I  should  like  to  state  the  value  of  the  assets  of  these  companies 
so  that  we  may  obtain  some  perspective  on  their  relative  size.  The 
total  assets  of  life-insurance  companies  in  1937  were  equal  to  85  percent 
of  the  total  assets  of  ail  national  banks  in  the  United  States.  Another 
cornparison  that  might  illuminate  their  relative  importance  is  that 
their  assets  are  twice  as  great  as  the  total  assets  of  the  Federal  Reserve 
banks. 

The  Chairman.  Are  you  now  referring  to  the  same  number  of 
companies? 

Dr.  Davenport.  The  same  number  of  companies,  308' • 

The  Chairman  (interposing).  Out  of  how  many? 

Dr.  Davenport.  We  had  replies  from  about  327  companies  to 
which  we  sent  questionnaires.  Many  of  them,  those  that  are  not 
included  in  the  30S,  were  insignificant  small  companies  for  which 
complete  returns  couldn't  be  obtained,  so  that  you  can  say  the  308 
companies  constitute  the  life  insurance  business  of  the  United  States. 

Mr.  Gesell.  The  legal  reserve  life  insurance  business,  is  that  not 
correct?  You  have  not  included  the  assessment  companies  or  the 
fraternal  benefit  companies. 

Dr.  Davenport.  As  yet  our  inquiries  have  not  progressed  to  the 
state  where  we  include  the  fraternal  companies  that  also  write  life 
insurance,  or  the  assessment  companies. 

Mr.  Gesell.  Statistical  material  with  reference  to  those  companies 
is  not  readily  available  in  published  manuals,  is  it,  to  the  extent  that 
it  is  with  regard  to  the  legal  reserve  companies? 

Dr.  Davenport.  No. 

The  total  assets  of  life  insurance  companies  in  1935  were  equivalent 
to  70  percent  of  the  value  represented  by  the  total  of  all  land  atid 
buildings  in  the  farms  of  the  United  States. 

The  Chairman.  Wliat  percentage? 

Dr.  Davenport.  Seventy  percent  of  the  value  of  lands  and  buildings 
together  on  the  farms  in  the  United  States. 

The  Chairman.  All  farms? 

Dr.  Davenport.  All  farms.  That  is  for  1935,  the  latest  date  for 
which  we  can  obtain  the  figures  of  agricultural  industry  valuation. 

Another  interesting  comparison  can  be  made  with  the  total  assessed 
valuation  of  the  real  estate  and  special  franchises  of  New  York  City, 
which  were  announced  on  February  2  of  tnis  year,  and  printed  in 
the  New  York  Times  as  of  that  date.  The  official  assessed  value  of 
all  the  taxable  real  estate  in  New  York  City  was  reported  as  $16,736,- 
000,000.  This  includes  all  real  estate  as  well  as  the  valuation  of 
special  franchises.  Comparing  the  figure  with  the  admitted  assets 
of  life  insurance  companies,  $26,249,000,000,  indicates  that  the  life 
insurance  company  assets  are  equivalent  to  1  }^  times  the  total  assessed 
value  of  all^^xable  real  property  in  New  York  City. 

Mr.  Gesell.  Those  comparisons  that  you  have  made  are  made 
simply  to  give  some  basis  for  judging  the  size  of  these  companies, 
and  not  on  any  theory  that  the  two  matters  compared  are  in  all 
respects  comparable? 

Dr.  Davenport.  Merelj^  to  give  perspective.  These  figures  are  in 
astronomical  tenns  and  it  is  rather  difficult  to  appraise  their  relative 
importance  unless  we  do  throw  them  up  against  something  which 
wo  can  visualize. 
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Mr.  Gesell.  What  is  your  last  chart,  Doctor? 

Dr.  Davenport.  The  last  chart,  Mr.  Gesell,  is  the  one  that  is 
entitled,  "Assets  of  Life  Insurance  Companies  as  of  December  31, 
1937."  ^ 

Mr.  Gesell.  From  what  sources  has  it  been  prepared? 

Dr.  Davenport.  This  chart  is  based  upon  the  official  figures 
obtained  from  the  reports  that  the  companies  make  to  the  individual 
State  life  insurance  commissioners  as  published  in  the  Spectator 
Year  Book  on  Insurance.  It  is  a  chart,  the  intention  of  which  is 
to  show  the  relative  magnitudes  of  the  largest  life  insurance  companies 
doing  business  in  the  United  States.  The  16  largest  companies  in 
1937  held  80.6  percent  of  the  total  assets  of  all  of  these  life  insurance 
companies. 

Mr.  Gesell.  What  were  the  top  5  companies,  in  order  of  their 
size,  of  these  principal  16  companies? 

Dr.  Davenport.  The  largest  life  insurance  company  in  the  United 
States  and  in  the  v/orld  is  the  Metropolitan  Life  Insurance  Co.,  which 
had  assets  of  $4,700,000,000  in  1937.  This  amount  accounted  for 
18  percent  of  the  total  assets  of  these  companies. 

Mr.  Gesell.  It  is  a  mutual  company,  is  it  not? 

Dr.  Davenport.  It  is  a  mutual  company,  Mr.  GeseH 

Mr.  Gesell.  What  is  the  next  largest? 

Dr.  Davenport.  The  next  largest  company  is  the  Prudential 
Insurance  Co.,  with  assets  of  $3,500,000,000,  accounting  for  13.7 
percent  of  the  total. 

Mr.  Gesell.  Now,  is  the  Prudential  a  mutual  company  or  a  mixed 
company? 

Mr.  Davenport.  Technically,  the  Prudential  is  known  as  a  mixed 
company.  It  still  has  stock  outstanding.  The  amount  of  stock  not 
held  in  the  hands  of  trustees  for  the  benefit  of  pohcyholders,  however, 
is  an  insignificant  amount.  All  policies  now  sold  by  the  Prudential 
Life  Insurance  Co.  are  on  a  participating  basis,  therefore,  to  all  in- 
tents and  purposes  we  may  refer  to  the  Prudential  Life  Insurance  Co. 
as  a  mutual  company. 

Mr.  Gesell.  What  is  your  next  company? 

Dr.  Davenport.  The  next  company  is  the  New  York  Life  Insur- 
ance Co.,  $2,500,000,000,  accounting  for  9.6  percent;  the  Equitable, 
$2,100,000,000,  comes  next,  \vith  assets  of  8  percent,  and  the  Mutual 
of  New  York,  with  $1,300,000,000,  accounting  for  5.1  percent. 

M.r.  Gesell.  Those  major  five  companies  with  the  exception  of  the 
Prudential,  which  is  subject  to  some  qualification,  are  all  mutual  com- 
panies, are  they  not? 

Dr.  Davenport.  They  are  all  mutual  companies. 

Mr.  Gesell.  And  what  percentage  of  the  total  assets  of  the  legal 
reserve  life  insurance  companies  do  they  account  for? 

,Dr.  Davenport.  These  five  largest  companies  control  54.4  percent 
of  the  total  assets  of  all  life  insurance  companies. 

M.r.  Gesell.  That  is  over  half?   ^ 

Dr.  Davenport.  Fifty-four  point  four  percent.  There  are  11  more 
large  companies.  In  the  aggregate  they  have  assets  of  $6,800,000,000, 
accounting  for  26.2  percent.  The  16  companies,  the  5  big  ones  in  the 
New  York  area  and  the  IT  next  largest  companies,  account  for  80.6 

I  See  "Exhibit  No.  222",  infra,  p.  n95.  '/' 
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percent  of  all  life  insurance  company  assets.  The  remaining  292 
companies  have  total  assets  of  $5,100,000,000  and  account  for  19.4 
percent  of  the  total. 

Mr.  Gesell.  How  many  of  those  11  companies  which  come  be- 
tween the  292  and  the  top  5  are  mutual  companies,  and  can  you  give 
us  the  names  of  the  companies  and  indicate  whether  they  are  mutual 
or  stock? 

Dr.  Davenport.  The  11  companies  are  as  follows:  Northwestern 
Mutual 

Mr.  Gesell  (interposing).  This  is  in  order  of  their  size? 

Dr.  Davenport.  This  is  in  order  of  their  size. 

Northwestern  Mutual  Co.,  Milwaukee,  Wis.,  with  assets  of 
$1,178,000,000. 

The  Travelers  Insurance  Co.,  of  Hartford,  Coim.,  is  a  stock  com- 
pany. It  does  not  sell  participating  insurance,  and  has  assets  of 
$914,000,000. 

Next  is  John  Hancock  Mutual  Life,  of  Boston,  Mass.,  a  mutual 
company  with  assets  of  $855,000,000. 

The  Penn  Mutual  Co.,  of  Philadelphia,  Pa.,  comes  next,  with  assets 
of  $668,000,000. 

The  Mutual  Benefit  Life  of  Newark,  N.  J.,  comes  next  with  assets 
of  $646,000,000. 

The  Massachusetts  Mutual  of  Springfield,  Mass.,  comes  next,  with 
assets  of  $610,000,000. 

The  Aetna  Life,  of  Hartford,  Conn.,  comes  next,  with  assets  of 
$577,000,000. 

Mr.  Gesell.  That  is  a  stock  company,  is  it  not? 

Dr.  Davenport.  That  is  right.  The  Aetna  Life  Insurance  Co.  is 
a  stock  company,  but  it  sells  both  participating  and  nonparticipating 
life  insurance  policies. 

The  New  England  Mutual  of  Boston,  Mass.,  has  assets  of 
$402,000,000. 

The  Union  Central,  of  Cincinnati,  Ohio,  has  assets  of  $359,000,000. 

Mr.  Gesell.  Is  it  a  stock  or  a  mutual  company?  It  is  a  stock 
company,  is  it  not? 

Dr.  Davenport.  That,  I  believ3,  is  a  stock  company.  Yes;  it  is  a 
stock  company;  but  it  sells  both  participating  and  nonparticipating 
policies. 

The  fifteenth  company  in  size  is  the  Provident  Mutual  Life  of 
Philadelphia,  with  assets  of  $331,000,000. 

Mr.  Gesell.  Then,  just  to  recapitulate  for  a  second,  except  for  the 
Travelers,  Aetna,  Union  Central,  and  the  Prudential,  concerning 
which  there  is  some  qualification,  the  companies  constituting  the  top 
16  companies  are  all  mutual  in  character,  are  they  not? 

Dr.  Davenport.  That  is  right,  Mr.  Gesell. 

Mr.  Gesell.  How  do  these  companies  distribute  themselves  in 
terms  of  their  home  office  locations?  That  is  shown  by  the  right-hand 
bar  of  your  chart,  is  it  not? 

The  Chairman.  Before  you  go  to  that,  Dr.  Davenport,  may  I  ask 
you  to  make  a  computation  and  insert  it  in  the  record  at  this  point 
as  to  the  percentage  of  the  assets  of  all  companies  controlled  by  these 
mutual  companies  which  you  have  just  listed,  which  are  included 
among  the  16  largest  companies? 
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Dr.  Davenport.  I  shall  be  happy  to  do  that,  Senator.  I  have  such 
a  tabulation  which  I  can  read  to  you  now,  if  you  would  care  to  have 
the  information. 

The  Chairman.  I  think  that  would  be  well.  This  would  be  the 
proper  place  for  it. 

Dr.  Davenport.  This  relates  to  the  degree  of  mutuality  in  the 
25  largest  life-insurance  companies.  Of  the  25  largest  companies 
owning  87.1  percent  of  all  life-insurance  company  assets,  reporting  in 
1937,  only  two,  the  Travelers  and  Western  &  Southern,  are  purely 
proprietary  companies,  now  selling  ■'  iily  nonparticipating  life  in- 
surance. These  two  companies  together  account  for  only  4  1  percent 
of  the  total  life  insurance  company  assets. 

In  addition,  there  are  5  of  the  largest  25  companion  that  are  stock 
companies  but  which  are  mutualized  to  the  exter  aat  they  have  in 
force  both  participating  and  nonparticipating  insurance  policies. 
These  companies  are  as  follows:  The  Aetna,  ti  o  Union  Central,  the 
Connecticut  General,  the  Equitable  of  Iowa,  and  the  Lincoln  National, 
and  I  have  the  figures  of  insurance  in  force  both  on  a  participating 
basis  and  a  non participating  basis,  which  siiows  that  for  the^s  5  com- 
panies, taken  'ogether,  they  have  five  billion,  five  of  nonparticipating 
insurance  and  two  billion,  two  of  participating  insurance. 

Mr,  Gesell.  When  you  say  five  billion  five  and  two  billion  two, 
you  mean 

Dr.  Davenport.  May  I  state  that  over  again? 

These  five  companies  which  are  stock  companies,  but  which  sell 
both  participating  and  nonparticipating  life  insurance,  had  nonpar- 
ticipating life  insurance  in  force  to  the  extent  of  $5,575,000,000,  and 
the  participating,  where  the  stockholder  gets  a  share  of  the  divi- 
dends  

The  Chairman  (interposing).  You  mean  where  the  policyholder. 

Dr.  Davenport.  V\  liere  the  policyholder  gets  a  share  of  the  divi- 
dends, the  participating  insurance  in  force  in  these  five  companies 
amounted  to  $2,176,000,000.  From  this  it  appears  that  in  the  case  of 
these  five  stock  companies  comprising  28  percent  of  the  insurance — 
let  me  state  that  over  again ;  from  this  it  appears  in  the  case  of  these 
five  companies  28  percent  of  the  insurance  they  have  in  force  was 
written  on  the  participating  plan. 

Mr,  Gesell.  Does  that  cover  what  you  wanted,  Mr.  Chairman? 

The  Chairman.  Yes. 

Mr.  Gesell.  Can  you  give  us  very  briefly  the  facts  concerning  the 
geographical  location  of  these  principal  companies? 

Dr.  Davenport.  Another  aspect  of  this  concentration  of  control  is 
revealed  in  the  bar  on  this  chart  that  appears  to  the  right.  Six  of  the 
largest  25  com.panies  are  in  the  New  York  City  area,  4  in  New  York 
City  proper,  2  in  Newark,  N.  J.,  approximately  10  miles  away  from 
New  York  City.  These  6  companies  control  56.9  percent  of  the  total 
assets  of  all  fife  insurance  companies.  There  are  10  of  the  25  largest 
companies  in  the  United  States  that  have  their  home  offices  located  in 
New  England.  These  10  companies  control  17.2  percent  of  the  total 
assets.  If  we  take  the  total  25  largest  companies  in  the  United  States, 
we  include  1  in  California,  1  in  Wisconsin,  2  in  Iowa,  2  in  Philadelphia, 
3  in  Ohio  and  Indiana.  Those  25  companies  control  87.2  percent  of 
the  total  assets  of  all  life  insurance  companies. 
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Mr.  Gesell.  And  companies  operating  in  the  New  York  area  and 
in  New  England,  that  is,  having  their  home  offices  there,  account  for 
74.1  percent  of  the  total  assets  of  all  of  the  308  companies  to  which 
that  chart  relates. 

Dr.  Davenport.  That  figure  is  correct,  Mr.  Gesell. 

The  Chairman.  What  is  that  percentage? 

Mr.  Gesell.  74.1,  if  my  figures  are  correct.  It  is  a  combination  of 
the  17.2  for  New  England 

Dr.  Davenport  (interposing).  The  sum  of  these  6  in  the  New  York 
area  and  the  10. 

Senator  King.  Did  you  find  that  loans  were  made  quite  generally 
throughout  the  United  States? 

Dr.  Davenport.  Yes.  Policy  loans  are  made  regardless  of  State 
lines. 

Senator  King.  There  seems  to  be  no  discrimination  m  favor  of 
loans  in  New  York  or  Pennsylvania  or  some  of  these  liighiy  indus- 
trialized States 

Dr.  Davenport.  You  are  spealdng  now  of  policy  loans,  Senator, 
or  other  forms? 

Senator  King.  Other  forms  of  loans,  loans  for  capitalistic  purposes, 
loans  upon" real  estate,  loans  for  railroad  corporations,  and  so  on. 

Mr.  Gesell.  We  are  making  studies  of  the  distribution  of  invest- 
ments now.     Some  reference  will  be  made  to  it  by  the  next  witness. 

The  Chairman.  It  is  probable  tiiat  thev  don't  discriminate  against 
Utah. 

Senator  King.  I  am  sure  they  wouldn't,  because  their  loans  in 
Utah  would  be  so  sound  and  secure. 

The  Chairman.  I  knew  you  would  have  some  good  answer. 

Senator  King.  They  would  seek  loans  there. 

Mr.  Gesell.  Have"^  you  any  further  comments  to  make  on  this 
chart,  Doctor? 

Dr.  Davenport.  It  might  be  interesting  to  throw  the  size  of  the 
Metropolitan  Life  Insurance  Co.  into  some  perspective.  It  will  take 
just  a  moment.  The  Metropolitan  Life  Insurance  Co.  is  the  largest 
life-insurance  company  in  the  world,  but  it  should  be  noted  than  it 
1937,  with  a  single  exception  of  the  American  Telephone  and  Tele- 
graph Co.  the  Metropolitan  had  aggregate  assets  greater  than  tliose 
held  by  any  other  single  industrial  or  banking  concern  in  the  ignited 
States,  not  excepting  the  United  States  Steel  Corporation,  Pennsyl- 
vania Railroad,  General  Motors,  New  York  Central  Railroad,  or  the 
Chase  National  Banlv. 

The  Chairman.  What  was  tlie  total  figure? 

Dr.  Davenport.  I  have  no  comparison  on  the  total  figure. 

The  Chairman.  You  know  what  the  total  assets  of  the  Metro- 
politan are? 

Dr.  Davenport.  They  are  $4,700,000,000. 

Mr.  Gesell.  I  would  like  to  introduce  in  the  record  at  this  time  a 
copy  of  the  chart  which  Dr.  Davenport  just  discussed,  together  with 
two  schedides  which  give  further  information  concerning  the  assets 
of  the  companies  involved. 

The  Chairman.  It  may  be  so  ordered. 

(The  chart  referred  to  was  marked  "Exliibit  No.  222"  and  appears 
on  p.  1195.  The  statistical  data  on  wliich  this  chart  is  based  are  in- 
cluded in  the  appendix  on  p.  1514.) 
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The  Chairman.  These  schedules  which  you  have  offered  with  each 
one  of  these  charts  were,  I  presume,  prepared  in  the  S.  E.  C.  under 
the  direction  of  Dr.  Davenport  or  some  member  of  the  staff. 

Mr.  Gesell.  That  is  correct,  and  the  source  of  the  figures  is  in- 
dicated on  each  schedule,  and  they  have  been  checked. 

Dr.  Davenport.  Mr.  Chairman,  the  full  significance  of  such  large 
amounts  of  assets  is  not  revealed  by  merely  stating  the  figures.  The 
assets  of  railroads  and  other  industrial  corporations  consist  mainly  of 
fixed  assets,  plant  and  equipment.  On  the  other  hand,  as  Mr.  Howe 
will  show  this  afternoon,  over  50  percent  of  the  assets  of  life  insurance 
companies  are  cash  and  marketable  securities,  consequently  these 
companies  exert  a  far  greater  influence  on  our  financial  markets  and 
on  our  general  economy  than  industrial  concerns  of  similar  size. 

The  charts  that  I  presented  point  to  the  conclusion  that  a  very 
unusual  degree  of  public  interest  attaches  to  the  management  of  the 
life  Insurance  companies.  Not  only  is  insurance  a  business  of  great 
size,  but  it  directly  affects  the  stability  of  our  society.  Millions  of 
families  regard  their  life  insurance  policies  as  their  principal  protection 
in  the  case  of  the  death  of  the  breadwinner.  The  assets  of  life  insur- 
ance companies,  now  totaling  over  $27,000,000,000,  have  been  accumu- 
lated out  of  the  savings  of  these  families. 

Not  only  is  the  business  important  because  of  the  responsibility 
that  attaches  to  the  custody  of  the  savings  of  these  millions  of  persons, 
but  the  investment  of  such  large  sums  of  money  makes  the  insurance 
companies  a  power  to  be  reckoned  with  in  the  capital  market. 

Senator  King.  One  question.  Will  you  state  the  number  of  policy- 
holders in  these  companies  to  which  you  have  been  referring? 

Dr.  Davenport.  At  the  present  time  there  are  about  125,000,000 
policies  in  force.  The  exact  number  of  individual  lives  insured  by 
those  policies  is  something  that  has  been  estimated,  but  it  has  not 
been  counted.  Mr.  Julian  Price,  president  of  one  of  the  large  Ufe 
insurance  companies,  recently  stated  that  the  number  of  individual 
lives  insured  was  approximately  64,000,000.  That  would  mean 
rouglily  one  out  of  every  two  people  in  the  United  States  had  a  policy 
on  his  life. 

Senator  King.  Of  course,  those  policies  would  protect  their  fami- 
lies, and  the  families  might  be  from  two  to  half  a  dozen  or  more,  also 
their  estates  might  be  protected  by  the  policies. 

The  Chairman.  And  the  testimony  indicates  not  only  that  one 
individual  out  of  every  two  in  the  entire  population  of  the  United 
States,  including  men,  women  and  children,  carries  a  policy,  but  that 
most  of  these  policies  by  far  are  in  mutual  companies,  which  are  sup- 
posed to  be— and  which  are  in  fact — organizations  in  which  the 
policyholders  themselves  are  the  owners  of  the  company. 

Dr.  Davenport.  That  is  right. 

The  Chairman.  In  other  words,  much  more  than  50  percent  of  the 
adult  population  of  the  United  States  are  participating  in  companies 
which  they  themselves,  in  law,  own  and  through  wliich  they  endeavor 
to  provide  security  for  their  families. 

Dr.  Davenport.  That  is  correct,  Mr.  Chairman. 

The  Chairman.  And  the  mutual  conipanies  have  gradually  been 
taking  over  a  larger  and  larger  proportion  of  the  life  insurance  work 
as  compared  with  the  stock  companies. 
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Dr.  Davenport.  The  extent  of  mutualization  proceeded  rather 
rapidly  after  the  Hughes  investigation. 

Senator  King.  We  don't  have  any  Hydes  running  them  now. 
Remember  that  episode? 

Mr.  Douglas.  Mr.  Chairman,  in  the  interest  of  fairness  and 
accuracy,  I  should  like  to  clarify  one  comment  that  I  made  in  my 
opening  remarks.  I  stated  that  the  Armstrong  Committee  had 
recommended  that  the  insurance  companis  should  not  be  permitted 
to  grow  beyond  a  half  billion  dohars  in  size.^  The  Armstrong  Com- 
mittee did  not  put  it  that  way.  Tho  Armstrong  Conomittee  said, 
on  page  392  of  its  report: 

The  business  of  the  Mutual,"  the-  Equitable  and  the  New  York  Life  has  grown 
beyond  reasonable  limits.  *  *  *  The  growth  of  the  three  companies  haa 
long  been  a  matter  of  grave  concern  to  students  of  insurance  conditions.  No 
useful  purpose  will  be  served  by  their  becoming  larger. 

And  the  specific  recommendation  that  the  committee  came  to  on 
page  394  was  that  the  desired  result  can  be  obtained  by  limiting  the 
amount  of  the  new  business  which  each  company  may  take  to 
$150,000,000  a  year. 

I  think  that,  m  the  interest  of  accuracy  and  fairness,  that  should  be 
in  the  record,  and  I  would  suggest  that  there  be  included  in  the  record 
this  short  sunmaary  of  the  Armstrong  committee,  pages  392  to  396,  at 
this  point. 

The  Chairman.  Isn't  it  also  a  fact,  Mr.  Douglas,  that  the  law  of 
the  State  of  New  York  was  later  changed  permitting  a  size  greater 
than  that  which  was  fixed  in  the  first  law? 

Mr.  Douglas.  That  is  all  very  true,^  Mr.  Chairman.  This  is  just 
of  historical  interest. 

The  Chairman.  In  other  words,  there  was  no  desire  to  give  the  in- 
ference that  these  companies  have  grown  beyond  the  size  fixed  by  law. 

Mr.  Douglas.  That  is  correct.  No  inference  such  as  that  was  in- 
tended. 

The  Chairman.  The  statement  may  be  admitted  to  the  record. 

(The  summary  referred  to  was  marked  "Exhibit  No.  223"  and  is 
included  in  the  appendix  on  p.  1515.) 

The  Chairman.  Do  any  members  of  the  committee  desire  to  ask 
Dr.  Davenport  any  questions?  I  think  we  will  probably  have  to  take 
a  recess  now. 

(The  witness  was  excused.) 

The  Chairman.  The  committee  will  stand  in  recess  imtil  2:30  this 
afternoon. 

(Whereupon,  at  12:20  noon,  a  recess  was  taken  until  2:30  p.  m.  of 
the  same  day.) 

afternoon  session 

The  committee  resumed  at  2:40  p.  m.,  on  the  expiration  of  therecess. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  GeseU, 
are  you  ready  to  proceed? 

Mr.  Gesell.  I  am.     The  next  witness  is  Mr.  Ernest  Howe. 

The  Chairman.  Mr.  Howe,  do  you  solemnly  swear  the  testimony 
you  are  about  to  give  in  this  proceeding  shall  be  the  truth,  the  whole 
truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Howe.  I  do, 

'  Supra,  p.  1163. 
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TESTIMONY  OF  ERNEST  HOWE,  CHIEF  FINANCIAL  ADVISER  TO 
THE  INSURANCE  SECTION,  SECURITIES  AND  EXCHANGE  COM- 
MISSION 

ASSETS    AND    INVESTMENTS 

Mr.  Gesell.  Mr.  Howe,  you  are  Chief  Financial  Adviser  to  the 
Insurance  Section  of  the  Securities  and  Exchange  Commission? 

Mr.  Howe.  I  am. 

Mr.  Gesell.  You  were  formerly  with  the  Federal  Housing  Admin- 
istration as  special  representative? 

Mr.  Howe.  That  is  correct. 

Mr  Gesell.  You  are  a  graduate  of  Columbia  University  in  1923? 

Mr.  Howe.  Yes. 

Mr,  Gesell.  You  have  beefi^with  various  investment  companies, 
including  Blyth.&  Co.  and  Lehman  Bros.? 

Mr.  Howe.  I  have. 

Mr.  Gesell  Have  you  prepared  figures  and  charts  giving  infor- 
mation concerning  the  amount  and  character  of  legal  reserve  life 
insurance  company  assets,  investments,  income,  yield,  capital  loss, 
and  valuation? 

Mr.  Howe.  I  have. 

Mr.  Gesell.  What  is  the  first  matter  that  you  wish  to  bring  to  the 
attention  of  the  committee? 

Mr.  Howe.  A  brief  outline  of  the  material  which  I  had  thought 
might  be  the  subject  of  consideration  this  afternoon  is  first  the  compo- 
sition of  the  assets  of  legal  reserve  life  insurance  companies,  then 
some  discussion  of  supply  and  demand  for  investments  of  this  type; 
finally  earnings,  gain  and  loss,  and  methods  of  valuation  of  life  insur- 
ance assets. 

As  a  point  of  departure  I  have  taken  from  the  Spectator  Insurance 
Year  Book,  to  which  reference  was  made  this  morning 

The  Chairman  (interposing).  That  is  a  standard  work? 

Mr.  Howe.  That  is  a  standard  work  which  is  taken  from  the  annual 
reports  wjiich  insurance  companies  furnish  to  various  state  commis- 
sioners of  insurance,  and  compiled  by  an  organization  of  long  standing 
and  having,  I  believe,  general  acceptance  in  the  business. 

So  that  to  understand  this  problem,  it  seemed  reasonable  to  start 
with  the  combined  balance  sheet  of  the  308  companies  whose  figures 
are  reported  by  Spectator,  and  to  compare  the  figures  in  this  bal- 
ance sheet  as  of  December  31,  1937,  with  the  balance  sheet  of  the 
companies  whose  figures  are  reported  for  the  year  ended  December  31, 
1906,  immediately  following  the  famous  Armstrong  investigation  in 
New  York.^ 

As  Dr.  Davenport  said  this  morning,  the  total  assets  of  legal- 
reserve  life-insurance  companies  in  the  United  States  aggregated  on 
December  31,  1937,  $26,249,000,000.  In  1906,  the  assets  of  com- 
panies which  then  composed  the  legal  reserve  life  insurance  business 
amounted  to  $2,924,000,000.  That  is  an  increase  of  almost  800 
percent. 

In  comparing  the  two'sets  of  figures,  that  is,  those  for  1937  and  those 
for  1906,  the  growth  has  been  so  great  that  unless  we  reduce  our 
consideration  to  percentages  of  total  assets  owned,  it  is  difficult  to 

I  See  "Exhibit  No.  224",  appendix,  p.  15)7. 
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tell  the  change  in  the  rektive  importance  of  the  various  items  which 
make  up  the  balance  sheet.  So  that  in  terms  of  percentage,  we  find 
that  in  1937  cash- amounted  to  2.77  percent  of  total  assets.  This 
stood  at  2.38  percent  in  1906. 

The  Chairman.  Just  give  those  figures  again. 

Mr.  Howe.  Cash  held  by  these  308  legal  reserve  life  insurance  com- 
panies amounted  to  2.77  percent  of  total  assets  in  1937. 

Mr.  Gesell.  And  that  was  how  much  in  actual  cash? 

Mr.  Howe.  That  was  $725,000,000,  whereas  in  1906  cash  consti- 
tuted 2.38  percent  of  total  assets  and  amounted  to  $69,000,000. 

The  Chairman.  That  means  a  0.39  percent  difference? 

Mr.  Howe.  That  is  correct,  sir. 

The  Chairman.  Can  you  give  us  the  valuation  of  that  0.39  in 
dollars? 

Mr.  Howe.  Of  course  the  total  increase  has  amounted  to  in  excess 
X)f  $600,000,000. 

The  Chairman.  One-tenth  of  one  percent  means  a  good  deal  more 
in  1937  than  it  did  in  1906. 

Mr.  Howe.  Yes,  sir,  very  much  more. 

Mr.  Gesell.  It  is  the  difference,  is  it  not,  between  $725,000,000 
approximately  and  $69,000,000? 

Mr.  Howe.  That  is  correct,  Mr.  Gesell. 

The  Chairman.  That  would  be  the  actual  statistical  measure  of 
0.39. 

Mr.  Howe.  Yes,  in  relation  to  the  assets  at  the  end  of  1937. 

The  next  item  which  appears  on  the  balance  sheet  is  bonds.  At  the 
end  of  1937  these  insurance  companies  are  shown  to  hold  $13,182,000,- 
000  of  bonds;  in  1906  this  was  $1,200,000,000.  Stocks  in  1937  were 
held  to  the  extent  of  $512,000,000  whereas  in  1906  they  amounted  to 
$159,000,000.  Mortgages  were  $5,000,000,000  as  compared  with 
$926,000,000  in  1906. 

The  Chairman.  Five  what? 

Mr.  Howe.  $5,229,000,000. 

The  Chairman.  As  compared  with? 

Mr.  Howe.  With  $926,000,000  in  1906. 

The  Chairman.  Have  you  any  figures  on  the  comparative  distri- 
bution of  these  mortgages  as  between  1906  and  1937  geographically? 

Mr.  Howe.  You  mean  the  geographical  distribution.  Senator? 

The  Chairman.  Yes,  sir. 

Mr.  Howe.  We  do  not  have  here  the  complete  figures  on  the 
geographic  distribution  of  those  mortgages.  In  the  convention  blanks, 
as  they  are  referred  to — that  is,  the  statements  which  the  companies 
give  to  the  various  insurance  commissioners — those  figures  are  broken 
down  by  companies,  but  ^s  yet  we  have  not  compiled  those  on  a 
national  basis  with  respect  to  real  estate,  or  rather  to  mortgages 
alone. 

The  amount  of  real  estate  owned  in  1937  amounted  to  $2,190,- 
000,000;  in  1906  this  figure  was  $170,000,000.  Pohcy  loans  and  pre- 
mium notes  at  the  end  of  1937  amounted  to  $3,399,000,000  as  com- 
pared with  $265,000,000  in  1906. 

The  Chairman.  Have  you  any  computation  of  the  amount  of 
policy  loans  and  premium  notes  as  of  1929?  There  might  be  a  reason 
for  using  that  figure  because  of  the  depression. 

124491— 39— pt.  4 — —4 
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Mr.  Howe.  In  a  moment,  Senator,  we  will  show  much  more  com- 
plete data  with  respect  to  49  companies,  and  I  can  tell  you  the  amounts 
of  these  various  classes  of  assets  which  they  owned  at  any  particular 
time  between  1906  and  1937. 

The  Chairman,  I  beg  your  pardon. 

Mr.  Howe.  The  remaining  item  on  the  asset  side  of  the  balance 
sheet  is  classified  as  "All  Other  Assets"  and  in  1937  amounted  to 
approximately  $1,000,000,000,  as  compared  with  $133,000,000  at  the 
end  of  1906.  "All  Other  Assets"  include  collateral  loans,  interest 
accrued  on  bonds  and  mortgages,  due  and  deferred  premiums,  and 
so  forth. 

The  Chairman.  Have  you  made  any  computation  to  compare  the 
percentage,  let  us  say,  of  bonds  held  by  kisurance  companies  in  1906 
to  the  total  number  of  bonds  of  a  similar  character  outstanding  as 
compared  with  the  same  figures  for  1937? 

Mr.  Howe.  We  have  not  been  able  to  determine  with  any  degree 
of  accuracy  the  amount  of' all  the  various  types  of  securities  which 
were  outstanding  in  1906.  However,  I  have  prepared  and  will  present 
in  a  moment  the  percentage  of  the  various  classes  of  securities  out- 
standing which  are  now  held  by  the  49  companies  with  respect  to 
which  we  have  somewhat  more  detailed  information. 

Now  on  the  liabilities  side  of  the  balance  sheet,  the  largest  item  of 
course  is  reserves.  Life  insurance  reserves  at  the  end  ot  1937  aggre- 
gated $21,100,000,000;  other  policy  reserves  amounted  to  $2,480,- 
000,000;  liability  for  policy  claims,"  $126,000,000;  dividend  liability, 
$425,000,000;  and  all  other  liabilities,  $571,000,000.  That  left  a 
surplus  of  $1,542,543,000. 

Now  surplus,  it  should  probably  be  emphasized  at  this  point,  is  not 
the  same  type  of  figure  which  one  ordinarily  finds  in  a  railroad, 
public  utility,  or  other  balance  sheet.  In  this  case,  surplus  includes 
capital,  that  is  capital  of  stock  companies,  and  it  indudes  with 
respect  to  mutual  companies  other  special  earmarked  categories, 
•contingency  funds,  special  voluntary  reserves,  other  reserves  not  re- 
Xjuired  by  law,  which  the  companies  have  set  up,  and  the  remaining 
figure  of  surplus  as  we  ordinarily  imderstand  it 

Mr.  Gesell.  To  go  back  a  moment  over  what  you  have  just  covered, 
is  it  correct  to  say  that  during  the  period  from  1906  to  1937,  cash, 
bonds,  real  estate,  policy  loans,  all  increased? 

Mr.  Howe.  That  is  correct. 

Mr.  Gesell.  Have  you  figures  prepared  on  the  basis  of  the  49 
largest  companies  which  will  give  us  more  detail  with  respect  to  these 
And  the  other  items  it  would  cover? 

Mr.  Howe.  Yes,  I  have;  and  possibly  it  would  be  usefulin  connec- 
tion with  emphasizing  the  items  which  have  relatively  increased,  also 
to  mention  the  items  which  have  relatively  declined  in  importance 
since  1906.  Cash,  bonds,  real  estate,  and  px)licy  loans  have  increased 
relatively  in  the  total  composition  of  the  assets,  whereas  stocks, 
mortgages,  and  other  assets  have  declined.  On  the  liabilities  side  of 
the  balance  sheet,  whereas  surplus  stood  at  12.56  percent  of  total 
assets  in  1906,  in  1937  it  aggregated  but  5.88  percent  of  total  assets. 

The  Chairman.  What  is  that  last  figure? 

Mr.  Howe.  5.88  percent  of  total  assets  in  1937. 

The  Chairman.  As  against  12  point  what? 

Mr.  Howe.  12.56  m  1906. 
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The  Association  of  Life  Insurance  Presidents  supplies  each  year  in 
the  form  of  an  address  figures  with  respect  to  the  growth  of  invest- 
ments of  49  large  legal  reserve  hfe  insurance  companies. 

Senator  King.  Do  they  speak  for  the  others? 

Mr.  Howe.  I  am  sure  I  am  not  quaUfied  to  say  whether  they  speak 
for  the  others,  but  they  certainly  represent  a  large  proportion  of  the 
assets,  because  these  49  companies  in  1906  had  98  percent  of  the  assets 
of  all  insurance  companies,  whereas  in  1938  they  had  about  92  percent 
of  aU  of  the  assets  of  the  legal  reserve  Ufe  insurance  companies. 

The  Chairman.  So  that  when  you  are  deaUng  with  these  49,  to  all 
intents  and  purposes  you  are  dealing  with  all  of  them. 

Mr.  Howe.  From  the  point  of  view  of  assets,  you  are  deahng  with 
the  overwhelming  preponderance  of  the  assets  in  the  business. 

Mr.  Gesell.  Now  before  discussing  these  49  companies  in  greater 
detail,  I  would  like  to  introduce  into  the  record  the  figures  which  Mr. 
Howe  has  just  reviewed,  set  up  in  balance-sheet  form. 

The  Chairman.  These  are  the  figures  to  which  he  has  just  testified? 

Mr.  Gesell.  That  is  correct,  yes. 

The  Chairman.  Without  objection  this  table  may  be  admitted  . 
an  exhibit. 

(The  table  referred  to  was  marked  "Exhibit  No.  224"  and  is  in- 
cluded in  the  appendix  on  p.  1517.) 

Dr.  LuBiN.  Mr.  Chairman,  before  we  proceed  may  I  ask  the  witness 
about  this  $21,000,000,000  reserve.  That  is  the  legal  reserve  against 
pohcies? 

Mr.  Howe.  That  is  correct.  That  is  the  hfe-insurance  reserve. 
There  are  other  reserves  which  aggregate  $2,480,000,000. 

Dr.  LuBiN.  In  view  of  what  Dr.  Davenport  said  this  morning, 
namely  that  over  a  period,  in  fact  throughout  the  whole  history  of 
these  insurance  companies,  their  total  income,  that  is  income  from  pre-* 
miums  plus  other  income,  has  always  been  sufl5cient  to  meet  theii 
needs,  is  it  fair  to  conclude  that  this  reserve  which  has  been  gradually 
increasing  and  now  aggregates  $21,000,000,000  has  never  been  touched? 

Mr.  Howe.  Yes;  I  say  that  is  a  very  difficult  question  to  answer, 
when  you  say  it  has  never  been  touched.  It  is  used  continually,  and 
with  respect  to  certain  policies,  and  other  funds  are  paid  in.  It  cer- 
tainly, in  my  opinion,  is  unfair 

Dr.  LuBiN  (interposing).  Let  me  put  it  this  way:  In  order  to  meet 
the  liabilities  of  the  companies  as  they  occur,  this  $21,000,000,000 
theoretically  could  have  been  nonexistent  and  the  insurance  companies 
could  still  have  met  their  liabilities. 

Mr.  Howe.  Well,  with  respect  to  the  period  under  review,  that  is, 
historically  in  this  period  when  life  insurance  has  grown  at  such  a 
rapid  rate,  that  has  been  the  condition.  I  do  not  think  that  it  is  fair 
.  to  assume  that  the  reserves  are  not  a  necessary  part  of  the  institution. 

Mr.  Gesell.  It  also  takes  the  business  as  a  whole,  anil  not  any  in- 
dividual company,  does  it  not? 

Mr.  Howe.  Yes. 

Senator  King.  And  if  they  had  had  no  reserves  the  companies 
wouldn't  have  prospered,  and  the  policyholders  would  have  diminished 
instead  of  increasing  in  number.  They  would  have  had  apprehension 
as  to  the  solvency  of  the  insurance  companies. 

Mr.  Howe.  Senator,  I  think  that  is  quite  clearly  indicated  in  view 
of  the  experience  of  many  years  ago  with  insurance  companies  which 
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operated  without  reserves.  It  was  found  that  as  the  policyholders 
increased  in  age  the  premiums  increased,  the  thing  didn't  work  quite 
as  well  as  was  anticipated,  and  that  is  why  the  development  has  taken 
its  present  form.  I  think  that  reserves  are  an  essential  part  of  the 
business. 

Senator  King.  A  prospective  purchaser  of  a  policy  wants  to  know 
that  the  insurance  company  from  which  he  obtains  the  policy  is  not 
a  fly-by-night,  but  is  there  as  a  sort  of  Rock  of  Gibralter  to  protect 
him  and  his  children  and  his  grandchildren  and  his  estate. 

Mr.  Gesell.  I  imagine  Mr.  Howe  can  only  speak  for  himself  as  a 
policyholder,  and  not  for  all  pohcyholders. 

Senator  King.  I  think  a  person  who  has  any  sense  wants  to  invest 
in  an  organization  that  has  reserves  and  stability,  rather  than  one 
that  is  unstable  and  lacks  reserves. 

Mr.  Howe.  Another  point  which  is  of  great  Interest  to  each  indi- 
vidual policyholder  is  his  own  reserve,  because  of  the  fact  that  the 
amount  of  money  which  he  may  obtain  by  surrendering  his  poUcy 
bears  a  definite  relationship  to  the  reserve  upon  that  policy. 

The  Chairman.  As  I  look  at  these  figures,  Mr.  Howe,  it  would 
appear  that  the  reserves  in  1906  were  $2,473,000,000  a,s  compared 
with  total  assets  of  $2,924,000,000,  whereas  in  1937  the  reserves  are 
$21,100,000,000  as  compared  with  total  assets  of  $26,249,000,000.* 

I  would  judge  that  the  reserves  in  1906  were  a  larger  percentage  of 
the  total  assets  than  they  were  in  1937. 

Mr.  Howe.  In  1906,  Senator,  the  life  insurance  reserves  aggregated 
84.57  percent  of  the  total  assets,  whereas  in  1937  they  aggregated 
80.38  percent  of  the  total  assets. 

The  Chairman.  Eighty-four  point  what? 

Mr.  Howe.  Fifty-seven. 

The  Chairman.  As  compared  with? 

Mr.  Howe.  Eighty  point  thirty-eight. 

The  Chairman.  So  that  there  has  been  a  decrease  of  a  Uttle  bic 
more  than  4  percent? 

Mr.  Howe.  That  is  correct. 

Mr.  Gesell.  You  were  about  to  turn  to  your  charts,  I  believe. 

Mr.  Howe.  The  charts,  as  has  been  stated,  are  based  upon  informa- 
tion with  respect  to  49  companies  which  have  been  continuously  in 
existence  from  1906  to  1938.^ 

The  Chairman.  And  it  may  still  be  said  that  the  figures  with  respect 
to  these  49  companies  represent  the  aggregate  picture? 

Mr.  Howe.  We  believe  that  they  certainly  represent  the  over- 
whelming preponderance  of  these  assets.  It  perhaps  may  not  be  true 
that  they  are  typical  of  every  company  in  the  business,  but  they  are 
certainly  indicative  of  the  condition. 

The  Chairman.  But  if  all  the  companies  which  were  operating  were 
added  to  this  picture  it  would  not  be  materially  changed,  because  they 
don't  have  assets  enough  to  change  them. 

Mr.  Howe.  Probably  you  couldn't  see  them  on  the  chart,  with  the 
exception  of  the  fact  that  in  this  chart  this  total  goes  to  $25,454,000,- 
000,  whereas  otherwise  it  would  go  to  $26,000,000,000. 

The  Chairman.  So  that  the  mere  fact  that  you  are  now  dealing  with 
the  returns  of  49  companies,  whereas  there  are  more  than  300  com- 

I  See  "Exhibit  No.  224",  appendix,  p.  1517. 

«  "Exhlbiljs  Nos.  22o  and  226",  infra,  pp.  1212  and  1214. 
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panies  doing  business,  does  not  in  any  degree  affect  the  story  which  is 
told  by  these  charts? 

Mr.  Howe.  That  is  my  opinion,  Senator. 

It  may  be  interesting,  before  getting  down  to  the  detail  of  the  charts, 
to  indicate  as  well  as  can  be  told  from  the  inaccurate  figures  with 
respect  to  aggregates  of  all  securities  outstanding,  the  amount  of 
various  obHgations  which  are  held  by  these  49  leading  insurance 
companies.  As  of  December  31,  1938,  about  11  percent  of  all  debt, 
direct  and  guaranteed,  of  the  United  States  Government,  was  owned 
by  these  49  companies. 

Of  all  the  State,  county,  municipal,  and  pohtical  subdivisional 
bonds,  excluding  bonds  held  in  municipal  and  State  sinking  fimds, 
these  companies  held  about  9.93  percent  of  the  total  amount  out- 
standing. 

With  respect  to  the  net  railway  debt,  these  companies  held  22.95 
percent  of  all  railway  bonds. 

Senator  King.  Any  stocks? 

Mr.  Howe.  They  held  a  small  amount  of  stocks.  Senator. 

Senator  King.  Those  are  losses,  aren't  they? 

Mr.  Howe.  No,  no;  the  stocks  which  are  owned  by  life  insurance 
companies 

Senator  King  (interposing).  I  am  speaking  only  of  railroad  stocks. 

Mr.  Howe.  No;  they  are  not  universally  losses  by  any  means. 

The  Chairman.  Union  Pacific,  for  example,  woidd  not  be  charac- 
terized as  a  loss. 

Mr.  Howe.  That  is  correct,  and  most  of  these  stocks  are  preferred 
and  guaranteed  stocks  and  some  of  them  underlying  preferred  where 
they  are  amply  secured. 

With  respect  to  public  utilities,  the  companies  owned  about  .22 
percent  of  the  total  public  utility  debt  outstanding. 

The  Chairman.  Slightly  less  than  the  percentage  of  railroads? 

Mr.  Howe.  Slightly  less  than  the  percentage  of  railroads. 

Senator  King.  One  percent. 

Mr.  Howe.  With  respect  to  industrial  debt,  estimates  of  the  total 
amount  outstanding  are  less  reliable  than  they  are  in  the  case  of  rail- 
roads and  public  utilities,  but  it  is  estimated  that  the  holdings  of  these 
49  companies  amounted  to  about  15  percent  of  the  total  industrial 
debt. 

The  Chairman.  What  is  the  basis  of  that  estimate,  Mr.  Howe? 

Mr.  Howe.  The  estimate  was  obtained  from  the  United  States 
Department  of  Commerce,  "Survey  of  Current  Business,"  but  they 
specifically  exclude  from  that  estimate  the  debt  of  finance  companies. 
Insurance  companies  hold  rather  substantial  amounts  of  obligations 
of  companies  like  General  Motors  Acceptance  and  Commercial 
Credit. 

The  Chairman.  You  mean  they  are  not  included  in  this  15  percent? 

Mr.  Howe.  No;  they  are  included  in  the  industrial  and  miscel- 
laneous holdings  of  the  insurance  companies,  but  the  debt  of  those 
concerns  is  not  included  in  the  national  total  which  is  published  by 
the  Department  of  Commerce,  so  to  that  extent,  whereas  that  figure 
of  14.90  percent  gives  a  fair  general  picture  of  the  situation,  it  is 
subject  to  some  statistical  objections. 

The  Chairman.  Let  me  ask,  to  what  extent,  for  example,  do  the 
insurance  companies  hold  the  obligations  of  General  Motors  Accept- 
ance Corporation? 
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Mr.  Howe.  I  have  no  figures  which  would  show  the  aggregate 
amounts  of  holdings  of  the  debt  of  General  Motors  Acceptance.  The 
only  way  that  that  could  be  obtained  would  be  to  make  a  special 
study  and  go  through  all  these  49  convention  blanks  and  add  it  up 
which  we  have  not  done. 

The  Chairman.  Well,  then,  when  you  speak  of  industrial  debt 
do  you  mean  to  include  obligations  which  are  given  by  individuals  for 
the  purchase  of  automobiles,  radios 

Mr.  Howe  (interposing).  No,  I  mean  corporate 

The  Chairman  (interposing).  Electric  refrigerators  and  anything 
of  that  sort. 

Mr.  Howe.  No,  sir;  this  is  purely  corporate  industrial  debt. 

Senator  King.  You  don't  include  any  part  of  about  $55,000,000,000 
of  indebtedness  of  private  individuals? 

Mr.  Howe.  No;  this  is  purely  corporate  debt. 

Senator  King.  The  last  statement  I  saw  was  about  $55,000,000,000 
of  individual  indebtedness. 

Mr.  Howe.  Oh,  yes;  that  is  a  very  large  figure,  Senator.  With 
respect  to  farm  mortgages,  these  49  legal  reserve  life  insurance  com- 
panies held  about  $800,000,000,  which  aggregated  about  11.30  percent 
of  the  total  farm  mortgages  outstanding. 

Mr.  Gesell.  That  is  just  simply  mortgages;  it  doesn't  take  into 
account  the  actual  farm  real  estate  owned  and  operated  by  the 
companies? 

Mr.  Howe.  No;  that  is  simply  the  mortgages.  The  same  apphes 
with  respect  to  urban  mortgages  of  wliich  these  companies  held  about 
14  K  percent. 

Senator  King.  That  would  be  mortgages  upon  real  estate,  for 
instance,  in  New  York  City. 

Mr.  Howe.  Yes,  sir;  office  buildings,  apartment  houses,  one-family 
to  four-family  houses. 

Senator  King.  What  is  the  amount? 

Mr.  Howe.  Fourteen  and  one-half  percent,  Senator. 

Mr.  Douglas.  What  was  the  first  percentage  you  gave  on  bonds? 

Mr.  Howe.  Eleven  percent.  The  figure  accurately  is  10.97  per- 
cent. 

Mr.  Gesell.  Now  on  these  two  charts,*  am  I  correct  in  saying  that 
the  "Life  Insurance  Assets,  1906  to  1938"  chart,  which  shows  an  upward 
trend,  is  one  expression  of  the  growth  of  the  assets,  and  the  other 
chart,  similarly  labeled,  shows  the  assets  in  their  absolute  relationship? 

Mr.  Howe.  Yes ;  the  first  chart  is  m  terms  of  dollars,  $26,000,000,000 
being  the  top  line  of  the  chart,  and  it  shows  the  absolute  dollar 
amounts  of  investments  as  they  have  grown  from  year  to  year. 

The  second  chart  is  in  terms  of  percentages,  showing  how  the 
relationships  of  the  investments  at  any  given  time  stood  in  com- 
parison with  the  total  assets  then  held. 

The  Chairman.  In  other  words,  on  chart  No.  2,  as  we  look  at  the 
beginning  of  the  chart  over  the  figure  1906  we  are  given  a  picture  of 
the  percentages  of  approxiaiatcly  $3,000,000,000. 

Mr.  Howe.  That  is  correct. 

The  Chairman.  And  under  the  column  of  1938  we  are  given  the 
percentages  in  terms  of  about  $23,000,000,000. 

Mr.  Howe.  $25,450,000,000,  that  is  correct. 

""Exhibits  Nos.  225  and  226",  Infra,  pp.  1212  aud  1214. 
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Now  in  order  to  visualize  easily  the  composition  of  these  assets,  it 
should  first  be  borne  in  mind  that  policy  loans  are  assets  of  a  some- 
what different  character  than  the  others  which  are  shown  in  the  chart. 
PoUcy  loans  are  not  voluntary  investments  to  the  extent  that  the  other 
assets  are.  They  are  the  result  of  a  contractual  obligation  which  the 
company  has  inserted  in  its  policy,  so  that  from  time  to  time  the 
amount  of  policy  loans  is  a  reflection  of  the  desire  of  policyholders  to 
borrow  money. 

The  Chairman.  Do  you  have  any  comment  to  make  upon  the  fact 
that  the  amount  of  policy  loans  according  to  the  first  chart  appears  to 
have  been  steadily  increasing  up  to  the  year  1925?  What  is  the  picture 
with  respect  to  percentages  of  poHcy  loans? 

Mr.  Howe.  Policy  loans  in  1906  constituted  8.9  percent  of  total 
assets.  The  figure  has  grown  from  that  level  to  1932  when  policy 
loans  aggregated  17.9  percent  of  total  assets. 

The  Chairman.  Much  more  than-  double. 

Mr.  Howe.  Much  more  than  double.  By  the  end  of  1938  policy 
loans  aggregated  12.1  percent. 

The  Chairman.  So  there  has  been  a  substantial  decrease. 

Mr.  Howe.  There  has  been  a  substantial  decrease  in  relative  terms 
and  there  has  been  an  absolute  decrease  of  approximately  $300,000,000. 

The  Chairman.  Of  course  policy  loans  reflect  the  economic  condi- 
tion of  the  country. 

Mr.  Howe.  That  is  correct. 

In  understanding  the  assets  of  the  companies,  then,  we  recall  the 
fact  that  policy  loans  aggregated  about  12  percent  ol  total  assets  at  the 
end  of  1938.  The  remainder  of  the  assets  may  be  divided  into  three 
approximately  equal  amounts:  that  is,  cash,  government  bonds,  and 
municipal  bonds  as  one  subdivision;  corporate  bonds,  that  is  utilities, 
rails,  and  industrials  as  the  second  division;  and  real  estate  and  mort- 
gages as  the  third,  and  those  three  groups  of  assets  each  account  for 
about  one-third  oif  the  assets  of  the  companies  after  deducting  the 
policy  loans. 

Senator  King.  Are  the  policy  loans  regarded  as  protected  by  reason 
of  the  existence  of  the  poHcy  as  the  basis  of  the  loan? 

Mr.  Howe.  PoUcy  loans,  Senator,  are  based,  I  mean  the  aniount 
which  a  policyholder  may  borrow;  the  maximum  amount  which  a 
poHcyholder  may  borrow  on  his  policy  is  determined  by  the  amount 
of  his  participation  in  the  reserve,  less  a  surrender  charge. 

Mr.  Gesell.  In  other  words,  a  policy  loan  is  just  a  loan  back  to  the 
policyholder  of  some  of  the  money  he  has  paid  in. 

Mr.  Howe.  That  is  correct. 

Mr.  Gesell.  What  rate  of  interest  do  they  charge  on  policyholders' 
loans? 

Mr.  Howe.  In  general  the  rate  has  been  6  percent.  There  are  some 
qualifications  about  that  which  I  wish  to  explain  more  in  detail  when  I 
come  to  the  question  of  yields  on  investments. 

The  Chairman.  Are  you  going  to  put  into  the  record  a  statement 
showing  the  percentage  of  the  total  assets  as  of  1937  of  all  of  these 
various  bonds? 

Mr.  Howe.  I  had  planned  to  do  so.  Senator. 

Senator  King.  Twelve  percent,  then,  as  I  understand  it,  of  the  assets 
of  these  corporations  consist  of  obUgations  secured  by  assignments, 
transfer,  partial  assignment  of  poHcies. 
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Mr.  Howe.  That  is  right. 

Having  sketched  the  broad  composition  of  these  assets,  perhaps  it 
will  be  interesting  to  start  at  the  top  with  cash  and  run  briefly  down  the 
list  of  the  assets  to  show  the  trends  which  have  been  in  effect  with  res- 
pect to  each  individual  asset  over  the  period  from  1906  to  the  end  of 
1938. 

At  the  end  ol  1906,  so  far  as  these  49  companies  are  concerned,  cash 
stood  at  2.3  percent.  Holdings  of  cash  relatively  declined  from  1906 
to  1930,  when  cash  constituted  only  0.7  of  1  percent  of  total  assets. 

The  Chairman.  As  of  what  year? 

Mr.  Howe.  As  of  1930,  0.7  of  1  percent  at  that  point.  Since  1930, 
cash  holdings  have  increased  rather  rapidly,  as  at  that  time  companies 
held  only  $126,000,000" in  cash,  and  at  the,  end  of  1938  their  holdings  of 
cash  amounted  to  $750,000,000,  or  about  3  percent  of  total  assets. 

Mr.  Gesell.  That  is  well  illustrated- by  the  top  blue  line  on  the 
second  chart,  is  it  not? 

Mr.  Howe.  It  is. 

Mr.  Gesell.  Gradual!}^  tapering  off  to  '32  and  then  bulges  out. 

Mr.  Howe.  That  is  righi',  ahd  then  bulges  out. 

Senator  King.  That  increase  in  cash  reserves  is  occasioned  by  fail- 
ure to  find  good  loans,  or  people  are  not  seeking  loans? 

Mr.  Howe.  Do  you  mean  people  are  not  seeking  policy  loans? 

Senator  King.  Yes. 

Mr.  Howe.  Well,  people  are  not  seeking  policy  loans  to  the  extent 
that  they  were  in  1932,  but  policy  loans  still  represent  a  substantial 

Eroportion  of  total  assets,  and  I  imagine  that  there  is  some  desire  for 
quidity  on  the  part  of  companies. 

Senator  King.  There  is  no  fixed  policy,  so  far  as  is  ascertainable,  of 
maintaining  a  static  condition  with  respect  to  the  entire  reserves,  a 
stationary  amount  of  reserves  in  cash? 

Mr.  Howe.  I  have  never  heard  that  there  was  any  such  policy. 

vSenator  King.  No  formula  as  to  the  amount  of  cash  reserve  with 
respect  to  the  assets  of  the  company? 

Mr.  Howe.  I  have  nev6r  heard  of  such. 

Mr.  Gesell.  That  would  be  a  matter  of  the  management  policy 
of  each  company,  would  it  not? 

Mr.  Howe.  I  believe  it  would. 

Mr.  Patterson.  Have  you  found  that  the  cash  goes  up>or  down  in 
proportion  to  the  policy  loans? 

Mr.  Howe.  Well,  I  don't  think  that  that  is  true,  no,  for  in  1930 
when  cash  reached  its  lowest  point,  of  course  the  amount  of  policy 
loans  was  smaller  in  proportion  than  it  was  in  subsequent  years,  but 
the  policy  of  accumulating  cash  really  became  more  manifest  after 
the  peak  of  policy  loans  in  1932  and  although  policy  loans  have  de- 
creased, cash  has  increased. 

Mr.  Patterson.  Well,  that  really  then  has  no  relation;  they  can 
sell  all  their  real  estate  and  cash  will  go  up.  I  just  wondered  if  in 
your  experience  and  study  you  had  found  any  relationship  whatso- 
ever. 

Mr.  Howe.  No,  there  seems  to  be  no  correlation,  if  one  may  use 
i^At  word,  between  those  two  figures,  although  there  probably  may 
^e  some  relationship  in  the  minds  of  the  management.  That  we 
can't  see  from  the  figures. 

Mr.  Gesell.  Your  next  line  is  the  Governments,  is  if  ♦^o+'i* 
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Mr.  Howe.  The  next  line  is  United  States  Government  bonds. 

Mr.  Gbsell.  I  notice  there  that  the  Governments  seem  to  reflect 
themselves  for  the  first  time  on  both  charts  at  some  time  about  1916. 
Will  you  explain  that  to  us  as  a  starting  point? 

Mr.  Howe.  Yes.  In  1906  these  companies  held  only  $2,900,000 
of  Government  bonds,  which  aggregated  0.1  of  1  percent  of  their 
total  assets. 

Mr.  Gesell.  Such  a  small  percentage  that  it  can't  reflect  itself  on 
these  charts. 

Mr.  Howe.  That  is  right;  it  can't  be  graphically  shown.  By  1930 
they  owned  $303,000,000  of  Government  bonds,  wliich  accounted 
for  1.8  percent  of  their  assets.  Since  that  time  there  has  been  a  rela- 
tively rapid  increase  in  Government  holdings,  as  is  shown  by  both 
charts,  until  at  the  end  of  1938  Government  obligations  to  the  extent 
of  $4,551,000,000  were  held.  This  constituted  at  that  time  17.9 
percent. 

Mr.  Douglas.  Are  you  including  municipals  in  that? 

Mr.'HowE.  No.  This  is  only  the  direct  and  guaranteed  debt  of 
the  United  States  Government. 

Mr.  Gesell.  Your  municipals  show  in  the  next  Une  entitled 
"Political  Subdivisions." 

Mr.  Howe.  That  is  right. 

The  Chairman.  So  that  these  49  insurance  companies  according 
to  these  charts  at  this  moment  hold  more  than  one-tenth  of  the  entire 
United  States  Government  debt. 

Mr.  Howe.  Both  direct  and  guaranteed,  yes;  sir. 

Senator  King.  If  you  consider  inflation  as  the  result  of  further 
appropriations,  the  Government  bonds  with  respect  to  property 
might  not  possess  the  same  value. 

Mr.  Howe.  That  is — — 

Mr.  Geqell  (interposing).  Mr.  Howe  is  not  an  expert  on  inflation. 

Senator  King.  Are  you? 

Mr.  Gesell.  No,  sir. 

Senator  King.  You  know  the  experts  know  more  and  more  about 
less  and  less. 

The  Chairman.  Proceed,  Mr.  Howe. 

Mr.  Howe.  With  respect  to  the  debt  of  political  subdivisions,  the 
companies  held  $103,000,000  in  1906,  which  accounted  for  3.6  percent 
of  their  assets,  and  this  amount  has  in  absolute  terms  increased  rather 
steadily  throughout  the  years.  In  1927  it  reached  a  low  point  in 
terms  of  percentages  of  2.7  percent,  from  which  point  there  was  a  rela- 
tively rapid  increase  until  about  the  end  of  1935,  when  5.5  of  total 
assets  was  represented  by  these  State,  county,  and  municipal  bonds. 
At  the  end  of  1938 ■ 

Senator  King  (interposing).  That  includes  school  districts,  I 
suppose. 

Mr.  Howe.  School  districts,  water  districts. 

Senator  King.  Sewers  and  so  forth. 

Mr.  Howe.  All  types  of  bonds,  including  some  revenue  bonds. 
The  amount  of  these  obligations  held  at  the  end  of  1938  was  $1,475,- 
000,000  and  constituted  5.8  percent  of  total  assets. 

It  will  be  noticed  that  the  red  line  on  both  charts  is  designated 
"Foreign  governments."  This  is  made  up  almost  entirely  of  obliga- 
tions of  the  Dominion  of  Canada. 


1208  CONCENTRATION  OF  ECONOMIC  POWER 

Senator  King.  Any  South  American  bonds? 

Mr.  Howe.  Very,  very  few  if  any.  I  know  of  no  cases  where  insur- 
ance companies  carry  those  among  their  assets. 

Senator  King.  No  Bolivian  or  Peruvian  bonds,  are  there? 

Mr.  Howe.  No;  and  Russian  bonds  have  all  been  charged  off  since 
1906,  too. 

Senator  King.  Charged  to  profit  and  loss? 

Mr.  Howe.  Well,  surplus. 

In  1906  railroad  bonds  and  stocks  (and  by  that  of  course  I  mean 
primarily  bonds)  constituted  the  largest  single  investment  of  life 
insurance  companies,  aggregating  34.8  percent  of  total  assets. 

The  Chairman.  What  year  was  that? 

Mr.  Howe.  1906.  The  rails  amounted  to  34.8  percent  of  total 
investments,  whereas  holdings  of  railroad  bonds  from  1906  to  1938 
have  increased  from  approximately  $1,000,000,000  in  1906  to  over 
$3,000,000,000  in  1938.  The  relative  importance  of  these  securities 
has  declined  from  34.8  percent  to  12.1  percent  in  1938. 

The  Chairman.  In  other  words,  although  the  insurance  companies 
now  hold  three  times  as  much  of  the  railroad  securities  as  they  did  in 
1906,  they  constitute  less  than  one-half  of  the  same  proportion. 

Mr.  Howe.  Proportion? 

The  Chairman.  Of  the  total  insurance  «.    apany  assets. 

Mr.PTowE.  That  is  right. 

Senator  King.  I  am  not  quite  clear.  In  dollars  and  cents,  then, 
there  has  been  a  decrease  in  the  amount  of  rail  bonds? 

Mr.  Howe.  No  ;  an  increase. 

The  Chairman.  In  other  words,  $1,000,000,000  of  railroad  bonds 
in  1906  constituted  34.8  percent  of  the  total  amount  of  insurance  com- 
pany assets,  but  $3,000,000,000  of  railroad  bonds  in  1938  constitutes 
only  12.1  percent. 

^'"r.  Howe.  That  is  correct,  Senator. 

V'ith  respect  to  public  utility  bonds  and  stocks,  we  find  that  in 
1906  these  constituted  4.7  percent  of  the  total  assets  of  the  companies. 
Although  the  absolute  amounts  of  these  bonds  increased  some,  up  to 
1921,  we  find  that  in  1921,  when  the  companies  held  $223,000,000 
worth  of  public  utility  bonds  and  stocks,  they  constituted  only  3 
percent  of  total  assets.  From  this  point  on  public  utility  bonds  and 
stocks  have  been  somewhat  favorite  investments  of  life  insurance 
companies,  as  shown  by  the  fact  that,  whereas  they  constituted 
3  percent  of  totiil  assets  in  1921,  they  constituted  12.8  percent  of  total 
assets  in  1938,  and  in  1938,  for  the  first  time,  public  utility  bonds  were 
held  in  absolute  amounts  larger  than  rails;  that  is,  public  utility  bonds 
were  held  to  the  extent  of  $3,2.54,000,000  in  1038,  as  compared  with 
holdings  of  rails  aggregating  $3,082,000,000,  roughly  the  same  amount. 

Other  bonds  and  stocks — that  is,  industrials  and  miscellaneous 
bonds — constituted  1.4  percent  of  total  assets  in  1921  as  compared 
with  3.7  in  1906.  Since  1921  the  holdings  of  these  industrial  securities 
have  increased  rather  rapidly,  and  at  the  end  of  1938  insurance -com- 
pany holdings  aggregated  $1,453,000,000.  or  5.7  percent  of  total 
bonds  and  stocks  owned. 

Senator  King.  You  are  speaking  of  "other  corporations"  now? 

Mr.  Howe.  "Other  corporations."  That  is  the  dark  green  line  in 
both  case,  and  the  aggregate  amount  "^of  holdings  of  obligations  of 
other  corporations  is  about  half  of  the  holdings  of  either  utilities  or 
rails. 
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The  Chairman.  What  is  the  total  of  rails  and  utihties  as  of  1938? 

Mr.  Howe.  The  total  holdings  of  rails  and  utilities  as  of  1938  is  in 
excess  of  $6,300,000. 

The  Chairman.  And  what  is  the  total  of  "other  corporations"  as 
of  1938? 

Mr.  Howe.  $1,453,000,000. 

The  Chairman.  And  that  $1,453,000,000  represents  a  larger  per- 
centage of  the  total  assets  of  the  companies  now  than  it  ever  has 
befpref 

Mr.  Howe.  That  is  true. 

The  Chairman.  In  other  words,  the  recourse  which  corporations 
engaged  in  interstate  commerce  have  had  to  insurance  companies  for 
capital  investment  has  been  steadily  increasing  since  1906. 

Mr.  Howe.  That  is  correct,  and  particularly  emphasized  in  the 
field  of  utilities,  where  the  growth  has  been  great,  and  in  the  field  of 
industrials,  that  is,  other  corporations,  where  the  growth  has  been 
relatively  great. 

The  next  section  on  the  chart  refers  to  farm  mortgages. 

Senator  King.  Before  you  leave  the  other  part,  is  not  the  conclu- 
sion warranted  that  the  insurance  companies  have  furnished  a  reser- 
voir to  which  railroads,  public  utilities  and  corporations  have  resorted 
for  capital? 

Mr.  Howe.  A  very  important  source  of  long-term  capital.  Senator. 

The  Chairman.  Of  increasing  importance  as  the  years  have  passed? 

Mr.  Howe.  Of  greatly  increasing  importance,  as  we  shall  emphasize 
a  little  later. 

Senator  King.  All  of  wliich  argues  for  the  importance  of  wise 
management  of  these  insurance  companies,  for  the  purpose  of  having 
this  reservoir  available  and  for  the  purpose  of  maintaining  the 
stability  of  corporations  with  which  they  have  financial  dealings. 

Mr.  Howe.  It  is  our  belief  that  this  is  a  very  important  factor  in 
our  economy,  sir. 

Senator  King.  I  think  that  belief  is  justified. 

Mr.  Howe.  With  respect  to  farm  mortgages,  the  msurance  com- 
panies held  $268,000,000  in  1906.  This  accounted  for  9.3  percent  of 
their  total  assets.  There  was  a  very  rapid  increase  in  the  amount  of 
farm  mortgages  held  by  insurance  companies  between  1906  and  1924. 
In  1924  these  companies  held  $1,814,000,000  of  farm  mortgages  which 
at  that  time  represented  18.7  percent  of  their  total  assets. 

Senator  King.  Eighteen? 

Mr.  Howe.  18.7  percent  of  their  total  assets.  Since  1924  the 
relative  amount  of  farm  mortgages  held  has  declined. 

Mr.  Gesell.  I  noticed  in  connection  with  the  decline,  particularly 
after  1931,  there  seems  to  be,  skipping  down  to  the  dark  orange  line 
of  real  estate,  a  great  increase  in  that  line.  Is  the  diminishing  of  the 
farm  mortgage  line  and  the  mcrease  of  the  real  estate  hne  connected 
in  any  way? 

Mr.  Howe.  Of  course,  whenever  a  mortgage — and  this  applies  to 
both  city  mortgages  and  farm  mortgages — is  foreclosed,  an  asset  is 
transferred  from  the  form  of  a  mortgage  into  the  form  of  real  estate, 
so  that  there  is  a  flow  from  the  mortgage  account  into  the  real  estate 
account  and  also  back- again  as  the  real  estate  is  sold,  particularly  if 
it  is  sold  with  a  purchase  money  mortgage  attached  the  real  estate 
passes  out  as  an  asset  and  is  represented  in  part  by  the  purchase 
money  mortgage  which  is  sold. 
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The  Chairman.  So  that  the  broadening  of  the  real  estate  layer  after 
1932  is  more  likely  to  represent  foreclosure  of  city  niortgages  and 
farm  mortgages  than  it  is  to  represent  new  investment  in  real  estate? 

Mr,  Howe.  Yes;  very  much  more  likely  to  represent  foreclosures 
than  new  investments. 

Mr.  Gesell.  And  since  your  city  mortgage  line  appears  not  to 
have  diminished  nearly  as  much  as  the  farm  mortgage  line,  would  it 
be  a  safe  thing  to  say  that  much  of  the  increase  in  the  real-estate 
account  has  resulted  from  the  foreclosure  of  farm  land  which  was 
held  under  mortgages? 

Mr.  Howe.  Well,  that  conclusion  might  seem  to  be  justified  in 
view  of  the  fact  that  the  holdings  of  city  mortgages  are  more  than 
five  times  as  great  as  the  holdings  of  farm  mortgages.  I  think  it 
will  be  found,  when  we  have  an  opportunity  to  analyze  this,  that  the 
largest  percentage  of  this  real  estate  is  represented  by  urban  property. 

The  Chairman.  As  a  matter  of  fact,  there  has  been  a  considerable 
decrease  in  the  percentage  of  cit}^  mortgages,  has  there  not? 

Mr.  Howe.  Yes;  I  show  from  these  figures. 

Mr.  Douglas.  In  1938  what  was  the  percentage  of  farm  mortgages 
to  total  assets? 

Mr.  Howe.  In  1938,  3.1  percent;  in  absolute  dollars  $800,000,000. 

With  respect  to  city  mortgages,  these  constituted  19.2  percent  of 
total  assets  in  1906  and  were  represented  by  the  sum  of  $551,000,000; 
by  1929  the  companies  held  $4,816,000,000  of  city  mortgages  which 
represented  30  percent  of  their  total  assets. 

Senator  King.  That  was  what  year? 

Mr.  Howe.  Since  1929  there  has  been  a- steady  relative  decline  in 
holdings  of  city  mortgages,  so  that  at  the  end  of  1938  holdings  of 
$4,142,000,000  constituted  16.3  percent  of  total  assets. 

The  Chairman.  Wliat  was  the  figure  for  1929  in  dollars? 

lU:  Howe.  $4,816,000,000. 

The  Chairman.  So  there  has  been  a  reduction  of  almost  $700,- 
000,000  in  the  total  investment  in  city  mortgages? 

Mr.  Howe.  Since  1929;  yes.  Real  estate  held  accounted  for  5.4 
percent  of  total  assets  in  1906.  From  that  point  on  there  was  a 
relative  decline  in  real  estate  holdings  until  the  years  1924,  1925, 
and  1926,  for  each  of  wliich  3  years  1.8  percent  of  the  total  assets  of 
legal  reserve  life  insurance  companies  was  represented  by  real  estate 
holdings.  From  that  time  on  there  has  been  a  steady  increase  in 
holdings  of  real  estate,  both  in  terms  of  absolute  dollars  and  in  terms 
of  relative  amounts. 

Senator  King.  Both  farm  and  city? 

Mr.  Howe.  Yes;  both  farm  and  city  real  estate. 

The  Chairman.  The  chief  expansion  has  been  in  city  mortgages. 

Mr.  Howe.  That  is  my  belief  because  of  the  larger  amounts  of  city 
mortgages. 

The  Chairman.  That  is  the  way  it  seems  to  be  represented  on  your 
chart.  As  a  matter  of  fact,  I  would  say  from  the  chart  that  it  cor- 
rectly reflects  the  census  figures  which  show  the  drift  from  the  farm 
to  the  city.  The  city  is  proportionally  more  important  from  the 
point  of  view  of  population  today  than  it  was  30  years  ago. 

Mr.  Howe.  Yes. 

The  Chairman.  And  likewise  there  appears  to  have  been  a  similar 
large  increase  in  the  investment  of  insurance  companies  in  city 
mortgages. 
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Mr.  Howe.  That  is  correct.  The  real  estate  account  reached  a 
relative  peak  of  8.3  percent  in  1936,  but  at  the  end  of  1938,  with  hold- 
ings of  $1,982,000,000  in  real  estate,  the  companies  held  the  largest 
aggregate  amount  of  real  estate  at  any  time  in  their  history,  at  which 
point  this  holding  constituted  7.8  percent  of  their  total  assets. 

Senator  King.  State  that  figure  again.  It  doesn't  quite  harmonize 
with  some  figures  I  have  before  me. 

Mr.  Howe.  $1,982,000,000. 

Senator  King.  The  figure  I  have  is  $1,964,000,000. 

Mr.  Howe.  The  figures  of  $1,964,000,000,  Senator  King,  are  for 
October  30,  1938,  whereas  the  other  figure  is  the  estimated  one  for 
December  31. 

With  respect  to  poUcy  loans  and  premium  notes,  as  we  mentioned 
before,  the  amount  outstandmg  at  the  end  of  1906  was  $254,000,000, 
constituting  9.8  percent  of  total  assets.  The  importance  of  policy 
loans  and  premium  notes  increased  from  that  point  until  1932  when, 
at  a  figure  of  $3,419,000,000,  premium  notes  and  policy  loans  consti- 
tuted 17.9  percent  of  total  assets. 

Senator  King.  Will  you  state  that  figure  again? 

Mr.  Howe.  17.9.  At  the  end  of  1938  policy  loans  outstanding  to 
the  extent  of  $3,089,000,000  aggregated  12.1  percent  of  the  total  assets. 
The  line  for  other  admitted  assets  indicates  collateral  loans,  accrued 
interest  on  bonds  and  mortgages,  due  and  deferred  premiums,  and  so 
forth.  This  item  accounted  for  1.4  percent  of  total  assets  at  the  end 
of  1938. 

Mr.  Gesell.  Does  that  conclude  your  comments  on  these  charts? 

Mr.  Howe.  That  concludes  my  comments  on  these  charts  with  one 
exception,  Mr.  Gesell,  and  that  is  I  wish  again  to  point  to  the  very 
large  growth  of  these  assets,  and  I  wish  to  emphasize  that,  as  was 
pointed  out  this  morning,  the  growth  of  these  assets  has  been  very 
much  larger  than  the  growth  of  the  population  of  the  United  States. 

So  that  the  assets  of  these  companies  have  constituted  a  largely 
increasing  importance  during  the  years,  and  it  is  easy  to  understand 
that  with  a  rate  of  growth  of  this  kind,  a  time  may  come  when  the 
supply  of  investments  of  a  cahber  suitable  for  life  insurance  companies 
ma^  become  somewhat  restricted  in  relation  to  the  amount  of  funds 
wluch  the  companies  have  for  investment. 

Senator  King.  That  depends  on  whether  there  should  be  expansion 
of  business,  does  it  not,  upon  technological  development  and  the  genius 
and  "go-aheaditiveness"  if  I  may  express  myself  that  way,  of  the 
American  people? 

Mr.  Howe.  The  next  chart  shows 

Mr.  Gesell  (interposing).  May  I  introduce  these  first.  I  believe 
the  next  chart  will  assist  in  answering  Senator  King's  question. 

I  should  like  to  offer  for  the  record  a  copy  of  both  of  the  charts 
which  have  been  considered,  together  with  the  supporting  data  for 
those  charts,  the  first  chart  showing  the  growth  and  the  supporting 
schedule  to  be  marked  as  "Exhibit  No.  225." 

The  Chairman.  The  exhibit  may  be  received. 

(The  chart  referred  to  was  marked  "Exhibit  No.  225"  and  appears 
on  p.  1212.  The  statistical  data  on  which  this  chart  is  based  are 
included  in  the  appendix  on  p.  1518.) 
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Mr.  Gesell.  And  the  second  chart  to  be  marked,  with  the  sup- 
porting data  as  "Exhibit  No.  22Q." 

(The  chart  referred  to  was  marked  "Exliibit  No.  226"  and  appears 
on  p.  1214.  The  statistical  data  on  which  this  chart  is  based  are 
included  in  the  appendix  on  p.  1519.) 

Mr.  Gesell.  Now  Senator  King  was  asking  you  about  this  supply 
and  demand  question,  Mr.  Howe. 

Mr.  Howe.  This  chart  gives  some  indication  of  the  supply  and 
demand  for  corporate  bonds  and  notes. ^ 

Mr.  Gesell.  Where  do  the  figures  come  from  upon  which  that 
chart  is  based? 

Mr,  Howe.  The  figures  upon  which  that  chart  is  based  come,  with 
respect  to  total  new  issues,  from  the  Commercial  and  Financial 
Chronicle,  and  with  respect  to  the  acquisitions  by  the  10  largest  life 
insurance  companies  the  data  was  compiled  from  annual  reports  of 
the  companies  to  the  various  insurance  commissioners. 

Mr.  Gesell.  This  chart  simply  shows  the  relation  between  the 
total  new  issues  and  the  purchases  by  the  10  largest  companies,  and 
does  not  show  the  purchases  of  the  entire  308  companies. 

Mr.  Howe.  That  is  correct.  This  represents  only  the  purchases 
of  the  10  largest  companies. 

The  Chairman.  Is  that  characteristic,  do  you  think,  of  the  entire 
group? 

Mr.  Howe.  I  think  it  is  characteristic  of  the  entire  group;  yes. 

Senator  King.  It  is  a  good  sample,  anyway. 

Mr.  Howe.  Yes;  it  is  a  very  good  sample.  It  represents  about  70 
percent  of  the  assets  of  the  business. 

The  Chairman.  I  was  about  to  ask  with  respect  to  the  charts 
which  have  been  taken  down  whether  you  had  made  any  study  to 
determine  what  percentage  of  the  total  investment  field  the  insurance 
company  assets  represented  in  1906,  and  in  1938,  respectively. 

Mr.  Howe.  With  respect  to  1906  I  do  not  have  the  figures,  Senator. 
They  have  been  quite  difficult  to  obtain  and  the  statistical  sources 
for  that  period  are  not  as  satisfactory  as  they  ought  to  be. 

The  Chairman.  They  were  rather  inadequate  at  that  period? 

Mr.  Howe,  They  were. 

The  Chairman.  When  did  they  become  fairly  adequate? 

Mr.  Howe.  Of  course,  there  has  been  an  improvement  all  along. 
I  think  that  probably  after  the  war  would  be  a  period  in  which  the 
figures  could  be  compiled  with  some  degree  of  adequacy. 

The  Chairman.  Would  it  be  proper  to  say  that  prior  to  the  war 
so  large  a  percentage  of  industrial  and  commercial  financing  was 
purely  local,  that  is  to  say  by  local  banks  and  local  capitalists,  that 
it  was  impossible  to  keep  any  adequate  record  of  them,  whereas  since 
the  war  financing  of  such  enterprises  has  to  an  increasing  degree  been 
centralized  in  the  investment  market? 

Mr.  Howe.  That  is  very  true,  it  has,  and  therefore  the  figures  are 
more  representative  and  less  subject  to  qualification. 

The  Chairman.  What  we  are  dealing  with,  then,  is  a  constantly 
concentrating  capital  market. 

Mr.  Howe.  Very  definitely. 

Senator  King.  However,  there  are  very  many  capital  investments 
in  local  communities,  in  states,  counties,  and  so  on,  and  resort  is  not 

•  Sm  "Exblbit  No.  227".  Infra,  p.  1222. 
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had  to  insurance  companies  or  to  what  might  be  called  the  general 
markets  for  capital  for  the  investment. 

Mr.  Howe.  Are  you  speaking  of  requirements  of  individuals, 
Senator? 

Senator  King.  Both  individuals  and  industrials,  corporations, 
small  industrial  plants  and  small  business  concerns,  perhaps  partner- 
ships. 

Mr.  Howe.  Well,  partnership  obligations  are  not  purchased  by 
life  insurance  companies,  and  the  obligations  of  small  corporations 
have  in  general  not  been  purchased  to  anj^  substantial  extent  by  life 
insurance  companies. 

Senator  King.  What  I  meant  to  say  was  that  there  are  in  the  aggre- 
gate very  large  investments  in  business  activities,  what  might  be  called 
activities  calling  for  capital,  where  resort  is  not  had  to. the  big  markets. 

Mr.  Howe.  Oh,  yes;  there  are  substantial  amounts  of  these  small 
investments: 

Senator  King,  It  absorbs  the  local  capital  which  is  available  for 
investment. 

Mr.  Howe.  That  is  right. 

The  Chairman.  I  rather  think.  Senator  King,  the  statement  that  it 
absorbs  the  local  capital  is  an  expression  of  hope  rather  than  fact, 
because  the  banks — ■ — 

Senator  King  (interposing).  It  is  available. 

The  Chairman.  It  is  available  but  not  used. 

Senator  King.  What  I  am  trying  to  say,  and  I  put  it  in  the  form 
of  a  question,  is  that  there  are  many  investments  caUing  for  capital 
in  local  communities  and  states  in  remote  parts  of  the  United  States 
and  resort  is  not  had  to  the  big  centers  for  capital  for  such  invest- 
ments and  for  the  development  of  local  business  concerns. 

Mr.  Howe.  Yes;  particularly  small  companies. 

Mr.  Gesell.  Many  of  those  small  companies  are  financed  through 
the  sales  of  common  stock,  are  they  not,  which  under  a  great  number 
of  state  laws  the  insurance  companies  themselves  are  not  allowed  to 
invest  in? 

Mr.  Howe.  Yes;  they  are  financed  in  various  ways,  by  smaU  groups 
and  to  some  extent  by  banks  and  individuals. 

Mr.  Douglas.  May  I  ask  a  qiiestion,  Mr.  Howe,  about  the  chart 
entitled  "Corporate  Bonds  and  Notes."'  When  you  say  total  new 
issues,  do  you  mean  total  new  issues  of  corporations  whose  securities 
are  publicly  held? 

Mr.  Howe.  No.  The  columns  representing  the  total  new  issues 
represent  all  new  issues  of  corporate  bonds  and  notes,  whether  placed 
publicly  through  bankers  or  whether  privately  negotiated  with  insti- 
tutional purchasers. 

The  Chairman.  What  is  the  source  of  that  figure? 

Mr.  Howe.  The  source  of  this  figure  is  the  Commercial  and  Fiiiari- 
Chronicle  which  assembles  data  on  all  of  these  matters  and  publishes 
it  regularly. 

The  Chairman.  And  that  is  substantially  accurate? 

Mr.  Howe.  It  is  as  accurate  as  any  source  we  know,  and  it  is  gener- 
ally accepted  as  a  fair  index  of  the  situation. 

The  ChaiIvMAN.  It  is  accepted  by  all  financial  institutions? 

Mr.  Howe.  Yes;  it  is  generally  regarded  as  a  good  source. 

'  "Exhibit  No.  227",  infra,  p.  1222. 
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Mr.  Douglas.  That  wouldn't  include  mortgages  issued  by  com- 
panies to  banks.     You  wouldn't  include  that? 

Mr.  Howe.  No;  especially  small  mortgages.  This  Une,  which  of 
course  is  large  operations  which  would  be  taken  notice  of,  is  one  of 
which  there  would  be  some  pubhc  notice  or  public  information  about. 
I  mean,  if  a  corporation  goes  in  and  executes  a  short-term  mortgage 
to  secure  some  bank  debt,  it  wouldn't  appear.  These  are  capital 
obUgations,  long-term. 

The  Chairman.  When  you  use  the  word  "note,"  what  do  you  mea^ 
by  "note"  in  this  chart? 

Mr.  Howe.  With  respect  to  that  chart  the  word  "note"  simply 
means,  in  common  Wall  Street  hngo,  a  relatively  short-term  bond  or  a 
bond  which  is  perhaps  not  specifically  secured  by  mortgage  hen  or 
collateral. 

The  Chairman.  Then  these  charts  refer  actually  to  public  financing? 

Mr.  Howe.  They  refer  to  pubUc  financing  and  large  financing 
which  has  been  privately  placed  with  institutions. 

The  Chairman.  But  of  which  pubhc  notice  is  taken,  by  financial 
institutions.     . 

Mr.  Howe.  That  is  right — not  confidential  bank  loans  Which  don't 
get  into  the  press  at  all. 

The  Chairman.  I  think  that  is  clear. 

Senator  King.  But  would  those  charts  represent,  for  instance,  an 
obhgation  of  a  corporation  engaged  in  mining  operations,  to  build 
a  smelter  or  to  open  a  mine?     Would  that  be  included? 

Mr.  Howe.  Oh,  yes. 

Senator  King.  In  those  figures  which  you  have  given? 

Mr.  Howe.  These  total  new  issues  are  not  to  be  construed  as  being 
of  a  character  which  life  insurance  companies  can  purchase  in  all 
respects.  In  this  total  are  included  obligations  of  corporations 
which  might  not  be  considered  to  be  suitable  investments  for  life- 
insurance  companies,  as  well  as  those  which  would  be  suitable  for 
that  purpose. 

Mr.  Douglas.  And  also  items  other  than  obligations,  such  as 
stocks? 

Mr.  Howe.  No;  in  this  case  this  is  restricted  purely  to  bonds  and 
notes.     There  is  no  stock  included  in  these  totals. 

We  see  first  this  line,  which  indicates  total  flotations  of  corporate 
bonds  and  notes  of  $3,431,000,000.  This  is  sort  of  the  last  shadow  of 
the  activity  of  the  securities  markets  which  characterized  the  1920's. 
But  at  that  time  these  10  largest  life  insurance  companies  purchased 
the  significant  amount  of  10  percent  of  all  new  issues  of  every  kind 
and  type. 

Senator  King.  Of  bonds  and  notes. 

Mr.  Ho^TE.  In  1931,  total  flotations  were  $2,000,000,000;  in  1932, 
1933,  and  l934v-wben  the  effects  of  the  depression  were  most  keenly 
felt,  the  volume  of  flotations  fell  off  to,  respectively,  $620,000,000, 
$227,000,000,  and  $455,000,000. 

Subsequent  to  that  period  the  flotations,  as  the  chart  will  show, , 
increased,  standing  at  $2,117,000,000  in  1935,  $4,026,000,000  in  1936, 
$1,676,000,000  in  1937,  and  $1,980,000,000  in  1938. 

Mr.  Gesell.  Now,  what  was  the  year  in  which  the  10  largest 
companies  took  the  greatest  percentage  of  the  total  new  issues  reflected 
on  that  chart? 
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Mr.  Howe.  In  1937  these  10  companies  purchased  62.1  percent  of 
all  corporate  bonds  and  notes  issued. 

Mr.  Gesell.  That  is,  just  10  companies? 

Mr.  Howe.  Ten  companies  purchased  62.1  p^cent  of  all  corporate 
bonds  and  notes  issued. 

The  Chairman.  Suppose  you  give  us  the  percentage  for  each  of 
these  years,  Mr.  Howe.     Let's  mark  them  on  the  chart. 

Mr.  Gesell.  They  will  be  on  a  supporting  schedule  which  will  be 
introduced  into  the  record  at  the  conclusion  of  the  testimony  on  this 
chart. 

Senator  King.  May  I  interrupt.  Looking  at  1936,  where  the 
flotation  was  the  largest  on  your  chart 

Mr.' Howe  (interposing).  Yes. 

Senator  King.  The  volume  of  total  new  issues  was  the  largest,  and 
as  I  understand,  the  smaller  column  adjoining  that  is  the  total  amount 
of  the  flotation  which  was  taken  by  the  insurance  companies. 

Mr.  Howe.  By  the  10  largest  legal  reserve  hfe  insurance  com- 
panies. 

Senator  King.  And  you  said  that  is  60  percent^ 

Mr.  Howe  (interposing).  I  said  that  in  1937,  of  a  total  of  $1,676,- 
000,000  of  flotations- 
Senator  King  (interposmg).  I  misunderstood  you.     I  thought  you 
said  1936,  and  those  columns  then  would  need  readjustment. 

Mr.  Gesell.  In  1936  it  was  only  27.1  percent, 

Mr.  Howe.  Yes;  in  1936  the  total  purchases  were  only  27  percent 
of  the  total  available. 

The  Chairman,  This  probably  is  a  little  bit  outside  of  your  study, 
but  do  you  know  why  it  should  appear  that  in  1936  there  appeared 
to  be  a  much  larger  new  issue  than  in  any  other  year  on  this  chart? 
That  shows  new  issues  for  1936  in  excess  of  $4,000,000,000,  whereas  in 
1930  new  issues  amounted  to  3K  biUion  dollars. 

Mr..HowE.  That  is  correct. 

The  Chairman.  Do  you  know  of  any  reason  for  that? 

Mr.  Howe.  No;  except  that  that  was  the  period,  or  that  is  the 
period  since  the  depression,  when  the  security  markets  were  the  most 
active. 

Mr.  Douglas.  We  were  in  the  middle  of  the  great  refunding  period 
then. 

Mr.  Howe,  That  was  the  initiation,  practically,  of  the  great 
refunding  period. 

Senator  King.  Those  were  not  new  issues,  they  were  refunding  in 
large  part? 

Mr.  Howe.  That  is  true  of  all  of  these.  .  There  is  no  analysis  of 
what  the  funds  were  used  for.  Large  amouts  of  these  funds  were 
used  to  refund  securities  previously  outstanding. 

Mr.  Gesell.  Will  you  explain  to  us  the  jagged  line  that  appears 
below  the  columns? 

Mr,  Howe.  The  jagged  line  which  appears  below  the  columns  is 
the  line  which  indicates  the  percentage  of  total  new  issues  which  were 
acquired  by  these  10  largest  hfe  insurance  companies,  and  as  I  say 
even  in  1930  these  companies  purchased  the  significant  percentage 
of  10  percent,  a  very  decent  percentage  of  all  issues,  10  percent, 
but  we  see  that  by  1938  this  had  risen  to  over  55  percent  of  all  flota- 
tions of  corporate  bonds  and  notes. 
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The  Chairman.  Would  it  be  a  proper  inference  to  say  that  as  a 
result  of  the  depression,  new  enterprises  had  no  other  recourse  except 
to  go  to  the  large  insurance  companies  for  finance,  because  the  ordi- 
nary person  and  the  ordinary  bank  were  probably  afraid  to  invest  in 
these  new  issues,-  whereas  the  big  insurance  companies,  with  their 
large  staffs  and  their  opportunity  to  survey  the  whole  field,  were  in 
better  position  to  invest? 

_  Mr.  Howe.  Well,  Senator,  I  think  that  it  is  not  a  correct  assump- 
tion to  think  that  these  new  issues  are  a  reflection  of  new  enterprise. 
They  are,  in  very  large  extent,  particularly  in  this  period  since  the 
depression,  refundings  of  issues  previously  outstanding. 

The  Chairman.  I  didn't  mean  to  imply  they  were  new  enterprises; 
that  is  to  say,  in  the  sense  of  something  that  had  never  been  carried 
on  before.  I  was  speaking  of  them  as  new  in  the  sense  that  your 
chart  speaks  of  them  as  new  issues. 

Mr.  Howe.  Oh,  I  see.  I  think  if  this  chart  is  considered  in  the 
light  of  the  rapid  growth  which  was  shown  on  the  other  chart,  it  will 
be  evident  that  there  were  no  other  types  of  institutions,  especially 
if  we  remember  Dr.  Davenport's  chart  this  morning,^  there  were  no 
other  types  of  institutions  who  were  faced  with  the  probletn  of  invest- 
ing increasing  amounts  of  funds  every  year  to  the  same* extent  that 
the  life-insurance  companies  were. 

The  Chairman.  To  what  extent  was  this  increase  of  percentage  due 
to  the  lack  of  desire  upon  the  part  of  unorganized  capital  to  invest, 
and  to  what  extent  was  it  due  to  any  activity  or  desire  or  purpose 
upon  the  part  of  the  m:anagement  of  insurance  companies? 

Mr.  Howe.  I  know  of  no  statistical  measures  of  the  lack  of  desire, 
if  such  there  be,  on  the  part  of  various  individuals  or  organizations 
to  invest. 

The  Chairman.  Well,  in  times  of  depression  it  is  only  natural  that 
the  individual  person  holds  onto  his  cash,  and  doesn't  dare  to  ven- 
ture it. 

Mr.  Howe.  Right. 

The  Chairman.  But  a  large  insurance  company  in  such  a  time, 
being  under  the  obligation,  as  it  were,  of  investing  its  resources,  is 
much  more  likely  to  take  issues  of  this  kind  than  the  individual  person 
or  the  small  bank. 

Mr.  Howe.  Well,  except  that  we  find  that  in  the  pit  of  the  de- 
pression, in  1932,  the  insurance  companies  purchased  only  13  percent 
of  the  small  amount  of  issues  which  were  available,  whereas  as  pros- 
perity returned  they  purchased  55  percent. 

The  Chairman.  Yes;  but  the  total  amount  of  issues  available  was 
much  smaller  in  1932. 

Mr.  Howe.  Yes;  but  the  insurance  companies'  purchases  were  very 
much  sinaller. 

The  Chairman.  All  right;  let's  look  at  1933.  What  was  the  per- 
centage of  insurance  company  purchases  in  1933? 

Mr.  Howe.  In  1933  the  percentage  of  insurance  company  purchases 
was  31  percent. 

The  Chairman.  And  in  1934? 

Mr.  Howe.  52.5  percent;  1935,  34.1;  1936,  27.1;  1937,  62.1;  1938, 
55.2. 

'  "Exhibit  No.  221",  supra,  p.  1189. 


CONCENTRATION  OF  ECONOMIC  POWER         1219 

The  Chairman.  So  that  actually  in  1934  you  had  about  as  large  a 
percentage  as  at  any  time  during  the  period  except  for  1937? 

Mr.  Howe.  That  is  correct.  There  was  a  definite  falling  off  in 
1936. 

Senator  King.  May  I  ask  a  question  that  in  my  opinion  is  germane, 
in  view  of  the  statemer.'t,  .^  In  the  surveys  which  you  have  made — 
you  and  your  associates — did  you  get  any  idea  as  to  the  relative  amount 
that  was  obtained  for  development  of  business,  what  might  be  called 
capital  investment,  from  the  sale  of  stocks  in  comparison  with  that 
obtained  from  the  sale  of  bonds. 

Mr.  Howe.  No;  we  have  made  no  studies  in  connection  with  this 
matter  of  stocks.  The  reason  is  that  the  holdings  of  stocks  of  life 
insurance  companies  represent  a  relatively  insignificant  proportion  of 
their  holdings,  and  it  is  as  detailed  and  difficult  a  study  as  the  others, 
and  we  felt  we  should  concentrate  on  the  more  important  element. 

Senator  King.  The  S.  E.  C,  for  instance,  would  have  some  informa- 
tion, would  it  not,  as  to  the  stock  issues  made  about  the  country? 

Mr.  Douglas.  We  have  that.  As  we  get  a  little  farther  on  into 
tlds  subject  I  think  in  the  study  of  investment  banking,  the  Com- 
mission will  have  detailed  figures  to  present  and  facts  on  that  point. 

Dr.  LuBiN.  May  I  ask  one  question?  Would  it  be  possible  to  find 
out  what  percentage  of  the  total  investment  available  to  insurance 
companies  is  represented  by  this  65  percent  of  the  total?  In  other 
words,  is  it  theoretically  possible,  for  example,  that  they  couldn't 
have  invested  any  more  because  under  the  restrictions  of  various  states 
they  were  limited  to  certain  types  of  securities? 

Mr.  Howe.  I  think  j'-ou  will  find  that  the  principal  limitations  on 
the  type  of  securities  which  the  insurance  companies  may  buy  is  in 
the  discretion  of  the  managements. 

Dr.  LuBiN.  That  would  not  be  an  evidence  of  the  investing  power 
of  the  insurance  companies  in  the  sense  that  there  might  have  been  an 
upper  limit  to  the  amount  they  could  have  purchased  in  1937? 

Air.  Howe.  An  upper  limit  to  the  amount  they  could  have  pur- 
chased? Well,  I  suppose  you  mean  that  tL..  amount  they  could  have 
purchased  would  be  the  amount  they  did  purchase  plus  their  cash 
balance. 

Dr.  LuBiN.  No;  I  mean  in  available  securities.  They  bought  65 
percent  of  those  issues,  which  means  that  there  was  35  percent  which 
they  didn't  buy. 

Mr.  Howe.  That  is  right. 

Dr.  LuBiN.  Is  it  possible  that  they  couldn't  have  bought  that  35 
percent  because  of  certain  restrictions? 

Mr.  Howe.  Well,  there  are  certainly  some  of  those  issues  in  the  35 
percent  which  thej^  could  not  have  bought  because  of  legal  restrictions. 

Dr.  LuBiN.  There  is  no  way  of  knowing  how  much  those  were? 

Mr.  Howe.  It  would  be  possible,  I  beheve,  to  determine  that  in  a 
rough  sort  of  way,  but  as  the  restrictions  are  different  in  different 
States  it  would  be  impossible  to  allocate  them  as  between  the  com- 
panies. 

Dr.  LuBiN.  I  am  trying  to  get  back  to  your  earlier  statement,  you 
see,  that  theoretically  there  would  be  a  limit  to  the  types  of  investment 
the  insurance  companies  could  put  their  money  into  because  there 
just  wouldn't  be  enough  securities  available  for  them  to  buy. 
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Mr.  Howe.  Well,  that  is  a  very  important  fact,  the  fact  that  there 
is  an  expanding  demand  for  these  securities.  The  next  thing  I  want 
to  emphasize  is  that  not  only  is  there  an  expanding  demand  but  there 
is  a  narrowing  field,  functionally. 

Mr.  Gesell.  Also,  looking  at  this  chart,  since  we  are  dealing  only 
with  the  10  largest  companies,  we  would  have  to  take  into  account 
the  other  amount  of  the  total  new  issues  which  have  been  purchased 
by  other  life-insurance  companies  and  hence  not  available  to  these 
particular  10  companies. 

Mr.  Howe.  That  is  correct.  Now,  this  question  of  the  narrowing 
of  the  field  of  investment  which  is  available  to  life  insurance  companies : 
You  will  remember  that  the  holdings  of  United  States  Government 
bonds  increased  materially.  Now  a  United  States  Government  bond 
is  an  ideal  investment  for  an  insurance  company  from  every  point  of 
view  except  one,  and  that  is  yield. 

Senator  King.  One-half  of  1  percent  or  one-eighth  of  1  percent  is 
not  a  very  big  yield. 

Mr.  Howe.  Is  not  a  very  satisfactory  yield.  Of  course,  that 
obtains,  Senator,  on  the  short-term  obligations. 

Mr.  Gesell.  You  have  finished  your  comments  on  this  chart, 
have  you  not? 

Mr.  Howe.  I  have  finished  my  comment  on  that. 

Mr.  Gesell.  The  problem  will  be  covered  to  some  extent  in  your 
next  chart. 

Mr.  Howe.  That  is  right. 

The  Chairman.  You  were  about  to  make  some  further  comment 
on  the  narrowing  field. 

Mr.-  Howe.  I  was,  Senator. 

The  Chairman.  Would  you  proceed? 

Mr.  Howe.  So  that  there  is  a  more  or  less  definite  liirH  on  the 
amount  of  United  States  Government  securities  wliich  these  companies 
may  own  if  they  are  to  maintain  their  earnings  at  a  rate  which  is 
necessary  to  live  up  to  their  contracts  with  their  pohcyholders. 

The  Chairman.  Your  figiires  presented  would  indicate  that  by  and 
large  e^^cept  for  two  periods  in  the  last  10  years,  premium  income  was 
quite  sufficient  to  take  care  of  all  expenses. 

Mr.  Howe.  Well,  that  is  true,  but  it  must  be  remembered  that  a 
life  insurance  policy  is  a  long-term  contract,  and  one  of  the  invariable 
characteristics  of  that  contract  is  that  the  j^ompany  agrees  to  invest 
its  reserves  at  a  certain  contract  rate.  It  accumulates  its  reserves  at 
a  certain  contract  rate,  which  is  usually  3,  3.'5,  and  in  a  few  cases  4 
percent,  compounded  annually,  so  that  as  soon  as  the  return  on  invest- 
ments in  the  aggregate  gets  "below  that  rate,  as  will  be  explained  in 
later  charts,  the  difficulty  of  according  equitable  treatment  through 
the  medium  of  dividends  to  all  policyholders  becomes  a  little  involved. 

The  Chairman.  Well,  of  course  it  raises  the  question  as  to  what 
interest  rate  a  company  of  this  kind  could  afford  to  charge  without 
injury  to  the  policyholder.  In  other  words,  it  opens  the  door  to 
consideration  as  to  whether  or  not  a  company  with  tremendous  assets 
such  as  these  insurance  companies  have,  might  offer  money  at  a 
lower  rate  for  the  stimulation  of  industry  than  is  now  customary. 
Have  you  considered  that? 

Mr.  Howe.  We  have  considered  that,  but  I  think  you  will  see  as 
we  get  on  to  the  next  chart  the  rather  important  effect  of  the  decline 
of  these  interest  rates. 
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The  Chairman,  I  didn't  mean  to  anticipate  you. 

Mr.  Howe.  I  might  say,  to  reiterate  and  pick  up  on  the  question 
of  narrowing  field  of  investments,  that  United  States  Government 
bonds  can  onJy  be  utUized  to  a  certain  extent  because  of  the  fact  that 
the  yield  on  them  is  less  than  the  contract  rates  with  their  policy- 
holders. 

The  Chairman.  The  thought  that  was  running  through'  my  mind 
was  simply  this,  that  if  the  large  holders  of  the  capital  available  for 
investment  were  to  charge  a  lesser  rate  for  loans  to  new  enterprises, 
perhaps  it  wouldn't  be  necessary  for  them  to  accept  so  very  small  a 
rate  from  the  Government. 

Mr.  Howe.  Oh,  that  is  of  course  correct.  The  larger  percentage  of 
their  portfolio  which  is  held  in  securities  with  higher  yields,  the  less 
they  need  to  rely  upon  the  return  from  Government  bonds. 

Senator  King.  However,  they  occupy  the  relationship  of  a  fiduciary 
to  a  large  number  of  people,  and  they  are  compelled  under  their  oaths 
of  office  and  under  the'law  to  make  as  large  a  fund  to  meet  the  changes 
in  bur  economic  system,  economic  disturbances,  as  possible. 

The  Chairman.  Senator,  you  weren't  here  this  morning,  much  to 
our  loss,  when  Dr.  Davenport  presented  this  chart  on  "Income  and 
expenditures,"  which  shows  that  the  receipts  from  premiums  except 
for  two  periods  since  1890,  have  been  more  than  sufficient  to  carry  aD 
expenditures,  including  payments  to  the  policyholders  and  all  of  the 
overhead  expenses.^ 

Mr.  Gesell.  I  would  like  to  introduce  into  the  record  at  this  time 
the  chart  entitled  "Corporate  Bonds  and  Notes,"  which  was  discussed 
a  moment  ago,  together  with  the  supporting  schedule  showing  the  per- 
centage acquired  by  the  10  largest  companies. 

The  Chairman.  Without  objection,  the  chart  may  be  admitted. 

(The  chart  referred  to  was  marked  "Exhibit  No.  227"  and  appears 
on  p.  1222.  The  statistical  data  on  which  this  chart  ig  based  are 
included  in  the  appendix  on  p.  1520.) 

Mr.  Gesell.  You  have  before  you,  have  you  not,  a  chart  entitled 
"Growth  of  Private  Placements"?  ^  Will  you  tell  us  what  a  private 
placement  is  and  what  this  chart  represents? 

Mr.  Howe.  Yes.  Out  of  the  narrowing  field  of  investments  has 
grown  the  necessity  for  insurance  companies  to  obtain  a  large  supply 
of  investments  of  the  highest  caliber,  and  one  of  the  manifestations  of 
the  last  few  years  has  been  the  growth  of  a  practice  which  we  refer  to 
as  private  placements.  Private  placements  are  securities  privately 
placed  or  in  general  those  which  are  purchased  direct  from  issuers 
without  the  machinery  of  any  bankers  or  intermediate  steps,  so  that 
a  corporation  comes  to  an  insurance  company  and  Avishes  to  borrow 
money. 

The  Chairman.  On  the  direct  contract  between  the  insurance 
company  and  the  borrower? 

Mr.  Howe.  That  is  the  ordinary  form  it  takes.  There  are  minor 
qualifications. 

Mr.  Douglas.  In  contrast  with  a  public  offer? 

Mr.  Howe.  In  contrast  with  a  public  offering. 

The  Ch/iirman.  In  other  words,  this  eliminates  the  so-called  under- 
writing by  a  brokerage  house  or  a  bank. 

"  See  "Exhibit  No.  218",  supra,  p.  1177. 
2  See  "Exhibit  No.  228",  infra,  p.  1226. 
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Mr.  Howe.  That  is  right. 

Now  the  chart  again  shows  the  total  offerings  of  securities  similar 
to  the  one  which  was  shown  on  the  previous  chart,  the  total  figures 
being  the  same  as  the  others.  This  chart  simply  shows  the  amount 
of  the  total  flotations  which  were  privately  placed. 

The  Chairman.  Let  me  ask,  does  the  whole  column  represent  the 
offering  and  the  deep  orange  part  of  the  column  [bottom  section]  a 
percentage  of  the  total  offering? 

Mr.  Howe.  Both  columns  are  representative  of  an  amount  in 
terms  of  billions  of  dollars.  The  height  of  the  column  indicates  the 
total  amount  of  offerings. 

Mr.  Gesell.  Perhaps  I  can  help  here.  In  the  top  section  of  the 
chart  the  total  column  represents  the  same  figures  as  were  contained 
on  your  previous  chart,  with  the  total  new  issues  offered. 

Mr.  Howe.  That  is  correct. 

Mr,  Gesell.  Those  columns  represent  the  same  figures  we  had 
before  us  a  moment  ago.  The  difference  between  this  and  the 
previous  chart  is  that  the  portion  of  the  columns  which  is  in  dark 
orange  or  shaded  [bottom  section]  represents  instead  of  the  total 
acquisitions  of  the  10  ]arge  companies,  the  total  amount  of  the  offer- 
ings which  were  privately  placed  A\dth  all  insurance  companies. 

Mr.  Howe.  That  is  correct. 

Mr.  Gesell.  How  many  companies  do  these  figures  relate  to? 

Mr.  Howe.  These  figures  relate  to  the  308  insurance  companies, 
although  actually,  of  course,  the  private  placements  are  taken  only 
by  the  larger  companies,  though  they  refer  to  all  insurance  companies. 
The  orange  [bottom,  shaded  section  of  the  column  in  top  half  of  chart] 
is  the  amount  of  securities  which  have  been  privately  placed;  the 
cross-hatching  at  the  top  is  the  amount  which  were  publicly  placed, 
and  the  total  height  of  the  column  represents  the  amount  of  the  total 
issues. 

Mr.  Gesell.  Is  the  shaded  part  of  the  top  section  of  the  chart 
insurance  companies'  private  placements,  in  other  words,  the  place- 
ment of  issues  with  insurance  companies,  or  all  private  placements? 

Mr.  Howe.  No,  this  is  all  private  placements  of  corporations  and 
institutions  which  were  placed  with  corporations  and  institutions  of 
all  kinds, 

Mr.  Gesell.  That  means  where  the  issuer  placed  it  with  any  one, 
the  insurance  company  being  the  buyer,  an  individual  or  partnership 
or  anything  else? 

Mr.  Howe.  That  is  right. 

Mr.  Gesell.  And  the  bottom  of  the  chart  shows  the  percentage 
of  private  placements  which  were  given  to  the  insurance  companies? 

The  Chairman.  So  the  answer  to  my  original  question  is  yes. 

Mr.  Gesell.  That  is  correct,  sir. 

Mr.  Howe.  The  amount  of  corporate  bonds  and  notes  placed  pri- 
vately has  increased  from  $100,000,000  in  1934  to  $733,000,000  in  1938. 

Mr.  Gesell.  The  time  is  getting  short.  The  figures  with  respect 
to  these  various  columns  will  be  put  in  the  record.  Have  you  any 
general  comments  which  you  want  to  make  concerning  the  implica- 
tions in  the  cbart? 

_  Mr.  Howe.  I  have.  It  would  s^em  at  first  blush  that  this  was  a 
simple  and  efficient  method  of  obtaining  capital  for  corporations. 
However,  there  are  some  implications  in  the  situation  which  should 
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be  pointed  out.  In  the  first  place,  whereas  insurance  companies  have 
freely  advanced  money  to  corporations  to  refund  issues  outstanding 
in  the  public  market,  there  is  no  case  on  record  of  an  insurance  com- 
pany having  advanced  money  to  a  corporation  for  the  purpose  of 
refunding  obligations  held  exclusively  by  another  insurance  company. 
If  this  coincidence  should  become  a  matter  of  policy,  it  might  seriously 
restrict  the  bargaining  power  of  borrowers  when  they  seek  money, 
and  in  this  connection  I  wish  to  read  a  paragraph  from  the  mortgage 
manual  of  a  A'erv  large  insurance  company  showing  the  policy,  the 
settled  policy  if  a^ou  will,  of  insurance  companies  with  respect  to  taking 
mortgages  away  from  other  insurance  companies,  so  that  we  may 
think  for  a  moment  of  the  implications  which  would  be  involved  if 
that  policy  were  extended  now  to  private  placements. 

This  manual  is  prepared  by  the  home  office  and  is  sent  to  all  the 
agents  throughout  the  country  who  are  negotiating  mortgages  for 
purchase  of  the  compan}^,  so  this  is  an  official  direction,  an  expression 
of  policy. 

The  Chairman.  Of  what  home  office? 

Mr.  Howe.  Of  the  home  office  to  the  men  in  the  field  who  obtain 
mortgages^  and  I  say  if  this  policy  were  extended  to  the  field  of  private 
placements  it  might  have  very  important  national  implications. 

The  Chairman.  From  what  book  are  you  reading? 

Mr.  Howe.- I  am  reading  from  the  Mortgage  Loan  Branch  Office 
Instruction  Manual  of  the  Prudential  Insurance  Company  of  America. 
I  quote: 

You  must  maintain  friendly  and  ethical  relationships  with  competitors  ir>  order 
to  prevent  overt  and  manifest  solicitation  of  business  already  on  the  books  of 
institutions  similar  to  ours.  A  conscientious  and  premeditated  raiding  of  each 
other's  business  would  be  most  detrimental  and  must  be  avoided. 

That  is  the  end  of  the  quotation. 

If  this  policy  were  extended  to  private  placements,  it  might  have 
very  important  implications. 

Mr,  Douglas.  You  are  not  saying  that  it  has  been? 

Mr.  Howe.  I  am  not  saying  it  has  been.  I  have  no  evidence  of 
that  fact.  I  simply  have  tlie  evidence  with  respect  to  the  mortgage 
requirement. 

_  The  Chairman.  And  yet  on  the  other  hand,  if  half  a  dozen  financial 
giants,  such  as  these  corporations  are,  these  mutual  companies,  were 
to  initiate  a  policy  of  raiding  one  another,  the  effect  upon  the  economic 
system  might  be  vprv  di=a,strous. 

Mr.  Howe.  Well,  it  would  simply  result  in  the  transfer  of  assets,  of 
mortgage  loans  or  other  obligations  from  one  company  to  the  other, 
the  type  of  thing  which  goes  on  in  the  public  market  all  the  time. 

The  Chairman.  Yes;  but  let  me  make  this  comparison.  It  im- 
presses me  as  being  worthy  of  consideration.  If  two  men  engage  in  a 
fi.ght  on  the  street  corner,  that  is  not  a  matter  of  very  much  public 
moment,  but  if  two  groups  of  men,  each  numbering  100,  engage  in 
such  a  fight  in  a  city,  that  becomes  a  matter  of  very  serious  moment. 
So  that  if  corporations  liaving  assets  of  billions  of  dollars  were  to 
undertake  economic  warfare  Vvitli  one  another,  it  might  have  very 
serious  results  upon  the  entire  economic  systerii. 

Mr.  Howe.  Of  course.  On  the  other  hand,  it  might  have  a  very 
serious  implication  to  a  borrower  if  when  he  wanted  to  refund  his 
obligation,  everybody  said,  "No,  that  is  owned  by  another  insurance 
company  and  we  won't  touch  it." 
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The  Chairman.  Then  the  borrower  is  suffering  because  he  is  not 
likely  to  get  any  bids  for  his  business, 

Mr.  Howe.  That  is  right. 

The  Chairman.  And  he  will  have  to  pay  what  the  lender,  whose 
field  is  recognized  by  every  other  lender,  chooses  to  levy  against  him. 

Mr.  Howe.  That  is  right. 

The  Chairman.  That  is  the  point  you  wish  to  make. 

Mr.  Howe.  Those  are  the  dilemmas  of  this. 

The  Chairman.  But  there  are  two  sides  to  the  question. 

Mr.  Howe.  Oh,  yes;  there  are  definite^  two  sides  to  it. 

Mr.  Gesell.  It  might  also  result  in  great  harm  to  the  smaller 
companies,  because  the  larger  companies  with  their  greater  resources 
might  be  the  most  successful  in  the  raid. 

Mr.  DouctLas.  I  might  say,  Mr.  Chairm.an,  at  this  point  that  the 
Commission  will  be  prepared  before  long  to  present  to  the  committee 
a  day  or  two  of  hearings  on  this  whole  problem  of  private  placements, 
with  witnesses  from  the  insurance  companj^  field,  from  the  industrial 
field,  and  from  the  investment  banking  field,  that  I  think  may  give 
the  committee  a  rather  broad  perspective  on  this  whole  problem. 

The  Chairman.  In  connection  with  what  Mr.  GeseU  just  said,  I 
started  to  call  attention  to  the  fact  that  Mr.  Howe  was  reading  from 
the  manual  of  the  Prudential  Company,  and  I  understood  that  to  mean 
that  the  Prudential  Company  was  instructmg  its  agents  with  respect 
to  the  agents  of  similar  companies,  so  that  it  was  not  the  comparison 
of  100  against  1  at  all,  but  of  100  agamst  ICO. 

Mr.  Gesell.  I  would  like  to  put  into  the  record  at  this  time  a  cop}'' 
of  the  chart  covering  the  growth  of  private  placements,  together  with 
the  supporting  schedules  which  have  been  prepared  from  the  Com- 
mercial and  Financial  Chronicle,  and  from  certain  information  on  file 
with  the  Commission. 

The  Chairman    Without  objection  it  will  be  so  ordered. 

(The  chart  referred  to  was  marked  "Exhibit  No.  223"' and  appears 
on  p.  1226.  The  statistical  data  on  which  this  chart  is  based  are 
included  in  the  appendix  oq  p.  1520.) 

Mr.  Gesell.  Your  next  subject,  Mr.  Howe,  relates  to  the  question 
of  yield  on  investments. 

ivir.  Howe.  That  is  correct. 

Mr.  Gesell.  flight  I  point  out  the  necessity  of  covering  this  part 
of  the  testimony  as  quickly  as  possible. 

The  Chairman.  I  think  we  have  interrupted  him  a  good  deal. 

Mr.  Howe.  With  respect  to  return  on  investments,  there  is  no  inclu- 
sive public  information  which  shows  the  yields  which  companies  have 
on  various  classes  of  securities,  but  from  one  large  company  for  1937 
it  might  be  interesting  to  note  that  their  policy  loans  paid  them  5.9 
percent,  farm  mortgages  5  percent,  city  mortgages  4.9,  public  utilities 
4.7,  railroad  bonds  4.5,  industrial  bonds  3.G,  United  States  Government 
bonds,  1.95  percent,  and  real  estate  1.3  percent. 

The  Chairman.  "\n)at  is  the  real  estate  as  to  the  Government's? 

Mr.  Howe.  Government's  1.95,  real  estate  1.3. 

Mr.  Gesell.  How  does  this  question  of  yields  relate  to  the  broader 
problem? 

Mr.  Howe.  The  question  of  yields,  without  commenting  on  these 
various  yields  because  of  the  shortage  of  time  here,  is  reflected  in  a 
very  important  m.anner  in  the  earnings  of  the  companies.     As  was 
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stated  earlier,  the  policy  contracts  require  that  the  company  earn  on 
their  reserve  certain  fixed  rates,  usually  3  or  3.5  percent,  and  for  the 
number  of  companies  which  report  their  gain  and  loss  ejdiibits  in  the 
Spectator  Yearbook,  this  large  section  of  the  chart  (Interest  Required 
on  Reserves,  exhibit  No,  229). 

Mr.  Gesell.  You  have  before  you  a  chart  entitled  "Net  Investment 
Income  and  Interest  Required  on  Reserves.'' 

Mr.  Howe.  I  have. 

Mr.  Gesell.  And  you  are  referring  to  the  top  section  of  that  chart. 

Mr.  Howe.  I  am  referring  to  the  top  section  of  the  chart,  yes;  and 
the  lower  portion  of  the  chart  entitled  "Interest  Required  on  Reserves," 
is  the  contract  amount  which  these  companies  had  to  earn  in  order 
to  maintain  their  pohcy  contracts  on  the  basis  on  which  they  are 
written. 

The  top  line  is  the  "Net  Investment  Income"  of  these  companies 
after  deducting  the  direct  investment  expenses. 

The  Chairman.  In  other  words,  what  the  chart  shows  is  that  from 
1906  to  1938,  the  period  covered  by  the  chart,  there  has  always  been 
an  excess  over  the  required  interest  on  reserves. 

Mr.  Howe.  That  is  right,  there  has  always  been  an  excess  over  the 
required  interest  on  reserves.  However,  the  ratio  of  this  excess  to 
the  interest  required  on  reserves  has  changed  from  time  to  time. 

Mr.  Gesell.  That  is  shown  in  the  bottom  of  the  chart. 

Mr.  Howe.  That  is  shown  in  the  bottom  section  of  the  chart, 
whereas  in  1906  the  excess  was  about  30  percent,  in  1938  it  was  18. 

The  Chairman.  But  it  would  appear  from  the  lower  part  of  the 
chart  then  that  along  about  1918  when  we  had  a  depression  there  was 
a  sharp  decrease  of  this  excess,  which  thereafter  recovered  during  the 
twenties  but  which  sharply  declined  after  1930. 

Mr.  Howe.  That  is  correct. 

The  Chairman.  Thereby  again  indicating  a  depression. 

Mr.  Howe.  That  is  right,  or  indicating  a  decline  in  interest  rates. 

The  Chairman.  But  it  was  coincident  with  the  depression. 

Mr.  Howe.  It  was  coincident  with  the  depression,  but  has  reflected 
itself  in  subsequent  years  in  declining  income,  through  declining 
interest  rates. 

Mr.  Gesell.  I  would  like  to  introduce  into  the  record  at  this  time 
a  copy  of  the  chart  entitled  "Net  Investment  Income  and  Interest 
Required  on  Reserves,"  together  with  the  supporting  figures  that  have 
been  prepared  from  the  Spectator  Insurance  Year  Book. 

(The  chart  referred  to  was  marked  "Exhibt  No.  229"  and  appears 
on  p.  1228.  The  statistical  data  on  which  this  chart  is  based  are  in- 
cluded in  the  appendix  on  p.  1521.) 

Dr.  LuBiN.  Does  this  chart  mean  that  even  today  the  net  earnings 
from  investments  are  about  18  percent  more  than  is  required  to  main- 
tain interest  on  reserves? 

Mr.  Howe.  That  is  correct,  18.26  percent  higher. 

The  Chairman.  What  do  you  mean  by  investment  income? 

Mr.  Howe.  That  is  income  from  interest  on  mortgages,  interest  on 
bonds,  dividends  on  stocks,  rents  from  real  estate  leases. 

The  Chairman.  In  other  words,  you  mean  the  total  income  from 
investments,  excluding,  of  course,  all  payments  by  policyholders  by 
way  of  premiums. 

Mr.  Howe.  Oh,  yes;  premiums  don't  come  into  this  at  all. 
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The  Chairman.  But  the  haterest  on  policy  loans  is  included  in  this 
figure? 

Mr.  Howe.  That  is  correct. 

Mr.  Douglas.  Less  what? 

Mr.  Howe.  Less  direct  expenses,  real  estate  taxes,  and  direct  ex- 
penses of  administrating  necessary  investments.  This  is  the  net 
figure  after  deducting  any  expenses. 

The  Chairman.  Now  it  would  appear  from  that  chart  that  the 
net-investment  income  reached  its  highest  point  at  about  the  year 
1929,  and  that  at  1938  the  income  was  practically  the  same.  I  can't 
tell  from  this  distance  what  the  figures  are  but  I  think  it  might  be 
wall  to  make  direct  comment  upon  that,  Mr.  Howe. 

Mr.  Howe.  Yes;  the  peak  of  the  net  invested  income  in  1929  was 
$926,000,000  from  which  point  it  declined  to  a  low  in  1934  of  $756,- 
000,000  and  recovered  to  $918,000,000  in  the  year  1937. 

The  Chairman.  But  the  low  of  1934  was  vastly  in  excess  of  the 
high  of  1924. 

Mr.  Howe.  Oh,  yes;  vastly  in  excess  because  of  the  tremendous 
.  rate  of  growth  with  which  we  are  dealing  in  this  picture. 

The  Chairman.  Just  give  us  the  figure  for  1924. 

Mr.  Howe.  $506,000,000. 

The  Chairman.  So  that  in  1924  long  before  the  depression  there 
was  vastly  smaller  income  than  at  the  very  depth  of  the  depression. 

Mr.  Howe.  Yes;  vastly  smaller  income. 

Mr.  Gesell.  Figures  with  respect  to  that,  Senator,  are  all  in  the 
record.^ 

The  Chairman.  Yes,  but  I  wanted  to  have  specific  attention 
called  to  them. 

Dr.  LuBiN.  \VTiat  happens  to  that  excess?  What  account  is  it 
put  into — surplus? 

Mr.  Howe.  The  excess  goes  into  the  surplus — yes;  but  it  is  one  of 
the  principal  sources,  if  I  may  use  that  word,  of  dividends  to  pohcy- 
holders. 

The  Chairman.  But  it  is  also  the  source  of  renewed  investment  in 
new  obligations  which  in  turn  produce  an  accumulating  incotne. 

Mr.  Howe.  Yes;  a  part  of  the  income  is  invested  in  reserves  and 
as  the  reserves  increase,  the  tldng  continues  to  roll,  we  might  say. 

The  Chairman.  Let  me  put  it  this  way,  going  back  to  the  chart 
presented  this  morning  shoAving  a  comparison  between  the  total 
income  of  these  companies  and  the  income  from  premiums,^  the 
excess  of  the  total  income  over  the  expenditures,  which  seems  to  have 
been  constantly  increasing,  creates  every  jear  an  increasingly  large 
reservoir  from  which  these  companies  are  able  to  acquire  a  larger 
investment  in  the  economic  life  of  the  nation  so  that  there  is  a  con- 
stant trend  toward  concentration  of  investment  in  these  companies. 

Mr.  Howe.  Very  true,  sir. 

The  Chairman.  And  that  goes  on  independently  of  any  policy  or 
any  purpose  on  the  part  of  the  companies. 

Mr.  Howe.  That  is  right. 

The  Chairman.  It  is  like  a  snowball  rolling  down  hill. 

Mr.  Howe.  That  is  right.  Now  the  next  factor  which  I  wish  to 
mention  is  the  fact  that  the  inescapable  characteristic  of  all  invest- 

'  "Exhibit  No.  229",  appendix,  p.  1521. 
2  See  Exhibit  No.  218,  supra,  p.  1177. 
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ments  over  a  long  term  period  of  time  is  that  they  produce  capital 
gains  or  losses.  In  the  case  of  the  insurance  companies  whose  figures 
are  shown  in  Spectator,  it  is  interesting  to  note  that  there  was  a  loss 
of  $244,000,000  in  1937,  a  gain  of  $85,000,000  in  1936  and  losses  in 
each  other  year  from  1935  back  to  1931,  showing  an  aggregate  loss 
during  this  period  on  account  of  capital  of  $674,000,000. 

Mr.  Gesell.  These  figures  are  obtained  on  the  schedule  which 
you  have  prepared  from  The  Spectator  Year  Book,  are  they  not? 

Mr.  Howe.  That  is  correct. 

Mr.  Gesell.  I  would  like  to  offer  the  schedule  as  part  of  the 
record. 

The  Chairman.  It  may  be  received. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  230"  and  is 
included  in  the. appendix  on  p.  1521.) 

Mr.  Howe.  I  want  to  point  out  that  these  figures  of  gain  and  loss 
on  investments  are  not  wholly  what  are  sometimes  referred  to  as 
realized  gains  or  losses,  but  are  reflections  of  the  level  of  valuation 
which  the  companies  have  placed  upon  their  assets  from  time  to  time, 
so  that  the  matter  of  valuation  of  assets  is  an  extremely  important 
factor,  because  of  the  fact  that  it  affects  the  gain  or  loss  which  the 
companies  show  on  their  investments  from  year  to  year,  and  which  in 
turn  are  reflected  in  the  surpluses  of  the  companies. 

With  respect  to  the  matter  of  valuation,  I  would  like  to  read  from 
Best's  Life  Insurance  Reports.  This  is  the  standard  manual  of 
insurance  companies,  like  Moody's  or  Poor's  in  the  investment  field. 
On  page  17  Mr.  Best  states  this: 

By  overvaluing  assets,  even  without  dishonest  intent,  a  company  may  indicate 
a  surplus  position  well  above  the  average  of  the  business. 

and  then  he  goes  on: 

It  is  unfortunately  true  that  the  statements  of  numerous  companies,  even  those 
attested  under  oath  by  the  officers,  do  not  reflect  the  true  condition  of  the  com- 
panies, because  of  overoptimistic  valuations  placed  upon  their  assets. 

The  Chairman.  What  is  the  year  of  that  book? 

Mr.  Howe.  1938. 

The  consideration  of  the  valuation  of  life  insurance  assets  may  be 
divided  roughlj^  into  three  parts;  (1),  the  valutations  of  corporate 
bonds  and  notes;  (2),  the  valuation  of  mortgages;  and  (3),  the  valua- 
tion of  real  estate. 

Mr.  Gesell.  This  question  of  valuation  relates  itself  primarily  to 
the  amount  of  surplus  which  a  company  may  have  and  as  to  whether 
or  not  the  surplus  is  as  large  as  shown  because  of  the  valuation  methods 
used. 

Mr.  Howe.  That  is  correct.  It  is  a  matter  of  surplus — relative 
surplus. 

With  respect  to  bonds,  the  rule  is  that  bonds  adequately  secured 
may  be  carried  at  so-called  amortized  values.  Amortized  values  are 
a  species  of  cost;  an  illustration  will  make  this  clear.  If  a  company 
buys  a  10-year  bond  at  95,  at  the  end  of  1  year  they  will  increase  that 
on  their  books  approximately  one-half  of  1  percent,  so  it  will  stand  at 
95K,  and  so  forth,  a  half  of  1  percent  each  year,  until  the  10  years 
elapse,  at  which  time  it  will  apear  on  the  books  at  par,  which  is  the 
amount  at  which  it  will  be  paid  off. 
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If,  on  the  other  hand,  the  company  buys  a  bond  at  105,  the  amor- 
tized value  will  decrease  approximately  one-half  of  1  percent  per 
annum,  so  it  will  be  at  par  at  the  end  of  the  term  of  the  bond,  so  *hat 
amortized  values  are  a  species  of  cost,  and  the  rule  is  that  bonds  ade- 
quately secured  may  be  carried  at  amortized  values. 

It  is  perfectly  clear,  of  course,  that  in  the  case  of  the  highest-grade 
investments,  which  do  not  fluctuate  markedly  in  value,  this  is  a  very 
simple  and  effective  rule.  In 'the  case,  however,  of  securities  which 
are  less  secure,  the  rule  is  of  more  doubtful  apphcabUity,  because 
these  investments  fluctuate  much  more  greatly  in  value. 

As  between  companies,  the  policy  of  what  is  to  be  classified  as 
adequately  secured  and  therefore  carried  at  amortized  value  is  in 
most  cases  left  largely  to  the  companies  themselves,  so  that  there  is 
some  variation  between  companies  as  to  what  they  classify  as  bonds 
adequately  secured,  and  what  they  will  classify  as  bonds  which  are 
not  adequately  secured. 

In  the  State  of  New  York  the  insurance  commissioner  has  made  a 
rough  rule  by  means  of  which  the  companies  can  determine  what 
bonds  are  classified  as  adequately  secured  and  what  bonds  are  not 
classified  as  adequately  secured.  The  rule  is  that  if  all  four  security 
rating  services  classify  a  bond  as  of  less  than  fifth  grade,  that  is,  if  all 
four  of  them  classify  it  as  less  than  fifth  grade,  then  it  must  be  carried 
at  convention  values,  which  are  values  established  by  the  National 
Association  of  Insurance  Commissioners  rather  than  the  amortized 
value. 

It  is  interesting  to  note  what  is  a  definition  of  a  fifth-grade  bond  as 
the  various  services  speak  of  it.  Standard  Statistics  calls  it  "fair"; 
Fitch  speaks  of  them  as  "of  medium  grade."  Moody  refers  to  the 
same  thing  here  as  "bonds  carrying  the  Ba  rating"  (the  fifth-grade 
rating)  "generally  have  some  elements  of  uncertainty.  Investment 
characteristics  are  not  entirely  absent,  but  speculative  elements 
begin  to  dominate." 

Poor's  give  a  little  fuUer  definition  of  these  fifth-grade  bonds. 
They  say,  "Obligations  wherein  the  speculative  element  is  present, 
principal  is  fairly  secure,  but  margin  of  safety  over  interest  is  usually 
small  and  the  actual  position  of  the  bonds  is  beheved  dependent  upon 
earnings  rather  than  upon  the  property  securing  the  bonds.  Not 
suitable  for  trust  funds.  Bonds  of  tliis  ratmg  are  often  known  as 
'better  grade  speculative.'  Bonds  in  this  category  are  borderline  issues 
falling  in  group  2  of  the  Government  regulations,  and  therefore  not 
considered  eligible  for  bank  investments." 

Mr.  Gesell.  All  these  references  propose  to  do,  Mr.  Howe,  is  simply 
to  present  in  a  very  tentative  way  the  problem  of  valuation  which  may 
be  present  in  the  analysis  of  a  surplus  account  of  any  legal  reserve 
company. 

Mr.  Howe.  That  is  right. 

Mr.  Gesell.  And  it  will  be  a  matter  for  further  inquiry  later  on? 

Mr.  Howe.  Very  careful  study. 

Mr.  Douglas.  Mr.  Howe,  I  just  notice  in  the  Best!s  Reports  for 
1938,  from  which  you  read  a  few  minutes  ago,  and  you  read  a  sentence 
as  follows: 

By  overvaluing  these  assets,  even  without  dishonest  intent,  a  company  may  in- 
dicate a  surplus  position  well  above  the  average  of  the  business. 

124491— 39— pt.  4 6 
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Now,  I  notice  here  another  comment  that  you  didn't  read,  as 
follows: 

A  company,  the  management  of  which  values  all  of  its  assets  conservatively, 
and  does  not  take  credit  for  items  of  questionable  character,  may,  by  its  very 
honesty,  place  itself  at  an  apparent  disadvantage. 

Would  you  care  to  comment  on  that? 

Mr.  Howe.  Well,  the  point  that  I  wish  to  make  is  that  there  is  con- 
siderable difference  in  the  methods  of"  valuation  of  these  companies. 
Some  of  them  may  understate  their  assets  and  some  others  may  be 
found  to  overstate  them  to  some  extent,  but  the  figures  which  are 
presently  pubhshed  do  not,  in  all  cases,  give  an  adequate  criterion  of 
value  when  you  bring  it  down  to  the  last  line. 

Mr.  Gesell.  If  you  were  to  look  at  two  different  statements  of  two 
different  companies,  you  might  find  a  disparity  which  resulted  purely 
from  different  methods  of  valuations  used  by  the  officers  of  the  res- 
pective companies? 

Mr.  Howe.  That  is  right. 

The  Chairman.  But  in  general  is  it  not  true  that  these  companies 
follow  a  more  or  less  conservative  policy  in  making  their  valuations? 

Mr.  Howe.  With  respect  to  most  of  their  assets. 

Mr.  Douglas.  As  respects  certain  items  in  the  portfoho,  the  staff 
will  be  prepared  before  long  for  a  breakdown  on  various  levels  and 
various  investment  standards,  will  it  not? 

Mr.  Howe.  That  is  in  process  of  preparation,  yes. 

Mr.  Gesell.  That  will  be  reflected  through  new  material  obtained 
by  the  Commission  in  its  investment  questionnaire,  which  is  now  in 
the  hands  of  the  companies. 

Mr.  Howe.  That  is  correct. 

The  only  two  remaining  points  on  valuations  respect  mortgages 
and  real  estate.  With  respect  to  mortgages  it  is  the  general  practice 
of  companies  to  carry  them  at  their  face  value,  and  no  account  is 
taken  of  the  amount  of  interest  which  may  be  delinquent  upon  the 
mortgage,  or  the  fact  that  the  interest  may  have  been  reduced  to  the 
borrower,  or  that  taxes  may  be  in  arrears,  or  other  factors.  Of  course, 
if  these  securities  were  selling  in  the  public  market  they  might  possibly 
reflect  these  factors,  but  they  do  not  so  reflect  them,  to  the  best  of  our 
ability  to  find  out,  on  the  statements  of  the  companies  as  they  exist 
today. 

Now,  with  respect  to  real  estate 

Mr.  Douglas  (interposing).  That  is  all  pursuant  to  the  rules  and 
regulations  laid  down  by  the  various  supervising  agencies? 

Mr.  Howe.  Entirely.  It  is  entirely  in  accord  with  regulations. 
None  of  these  matters  which  I  am  discussing  is  mean.t  to  imply  that 
they  do  not  follow  the  regulations  laid  down  for  them,  for  I  believe 
they  do. 

With  respect  to  real  estate,  the  methods  of  valuation  are  also  very 
different  between  companies.  When  a  mortgage  is  foreclosed,  some 
companies  take  the  real  estate  in  the  assets  at  the  face  amount  of  the 
mortgage  which  has  been  extinguished  through  the  process  of  fore- 
closure; other  companies  take  foreclosure  expenses  into  the  asset 
account;  others,  in  addition  to  foreclosure  expenses,  capitalize  aU  or  a 
certain  portion  of  the  unpaid  interest  between  the  date  of  default  and 
the  date  of  receipt  of  fee  simple  title;  other  companies  capitalize 
rehabilitation  expenses  and  improvements  to  property ;  whereas  certain 
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Other  companies  do  not  capitalize  various  ones  of  these  items,  so 
that 

Mr.  Gesell  (interposing).  The  net  result  of  this,  Mr.  Howe,  is 
that  the  question  of  valuation  is  one  which  will  require  further  study, 
is  it  not? 

Mr.  How3.  It  will  require  the  most  careful  analysis,  we  believe. 

Mr.  Douglas.  It  is  suggestive,  Mr.  Chairman,  of  a  line  of  inquiry 
that  the  staff  is  presently  making  and  which  it  will  be  prepared  within 
a  few  weeks  to  present  to  the  committee. 

Mr.  Howe.  That  is  correct. 

Mr.  Gesell.  Does  that  conclude  your  testimony? 

Mr.  Howe.  That  concludes  the  testimony. 

Mr.  Gesell.  We  have  no  further  witnesses  for  the  day. 

The  Chairman.  Do  any  members  of  the  committee  desire  to  ask 
Mr.  Howe  any  questions?     I  want  to  caution  you,  it  is  getting  late. 

We  seem  to  be  very  discreet  this  afternoon,  Mr.  Howe. 

(The  witness,  Mr.  Howe,  was  excused.) 

The  Chairman.  Mr.  Gesell,  do  you  care  to  announce  now  whom 
you  would  like  to  call  in  the  morning? 

Mr.  Gesell.  The  first  witness  in  the  morning  wiU  be  Mr.  Frederick 
H.  Ecker,  chairman  of  the  board  of  the  Metropolitan  Life  Insurance 
Company. 

The  Chairman.  If  there  is  no  further  business,  the  committee  will 
stand  in  recess  until  10:30  tomorrow  morning. 

(Whereupon,  at  4:50  p.  m.,  a  recess  was  taken  until  Tuesday, 
February  7,  1939,  at  10:30  a.  m.) 
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TUESDAY,  FEBRUARY  7,   1939 

United  States  Senate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C. 

The  committee  met  at  10:40  a.  m.,  pursuant  to  adjournment  on 
Monday,  February  6, 1939,  in  the  Caucus  Room,  Senate  Office  Building, 
Senator  Joseph  C.  O'Mahoney  presiding. 

Present:  Senator  O'Mahoney  (chairman);  Representative  Reece; 
Messrs.  Henderson,  Douglas,  Arnold,  Patterson,  Peoples,  Davis, 
Thorp,  and  Lubin. 

Present  also:  Gerhard  Gesell,  Special  Counsel  for  the  Securities  and 
Exchange  Commission. 

The  Chairman.  The  committee  will  please  cortie  to  order. 

Senator  King  has  sent  word  that  he  is  detained  by  a  special  meeting 
of  a  group  of  Senators  interested  in  silver,  so  it  may  be  some  little 
while  before  he  appears  this  morning. 

Chairman  Douglas,  are  j^ou  ready  to  proceed? 

Mr.  Douglas.  We  are  prepared  to  proceed,  Mr.  Chairman,  in 
connection  with  consideration  of  insurance  company  managements, 
how  they  are  elected  and  how  they  operate. 

The  Chairman.  As  yesterday,  it  will  be  under 

Mr.  Douglas  (mterposing) .  Mr.  Gesell  will  do  the  examining  for 
the  Commission. 

The  Chairman.  Your  first  witness  is  Mr.  Ecker? 

Gesell.  Mr.  Ecker. 

The  Chairman.  Mr.  Ecker,  do  you  solemnly  swear  that  the  testi- 
money  you  are  about  to  give  will  be  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  so  help  you  God? 

Mr.  Ecker.  I  do. 

TESTIMONY  OF  FREDERICK  H.  ECKER,  CHAIRMAN  OF  THE 
BOARD  OF  DIRECTORS,  METROPOLITAN  LIFE  INSURANCE 
CO.,  NEW  YORK.  N.  Y. 

metropolitan  life  insurance  company 

Mr.  Gesell.  Mr.  Ecker,  you  are  chairman  of  the  board  of  direc- 
tors of  the  Metropolitan  Life  Insurance  Co.,  are  you  not? 

Mr.  Ecker.  I  am. 

Mr.  Gesell.  How  long  have  you  been  chairman  of  the  board? 

Mr.  Ecker.  About  2  years.  I  am  corrected  and  told  it  is  nearly  3, 
but  I  know  it  is  more  than  2. 

Mr.  Gesell.  You  have  been  in  the  service  of  the  company  for 
many,  many  years,  have  you  not? 
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Mr.  EcKER.  I  have. 

Mr.  Gesell.  In  1906  you  were  comptroller  of  the  company,  were 
you  not? 

Mr.  EcKER.  Comptroller  or  treasurer.  I  would  have  to  look  up 
the  record  to  be  sure  of  that. 

Mr.  Gesell.  And  since  that  time  you  have  been  treasurer,  vice 
president,  and  president  in  succession? 

Mr.  EcKER.  That  is  correct. 

Mr.  Gesell.  I  would  like  to  inquire  at  the  start  this  morning  a 
little  about  your  company,  the  size  of  its  assets,  the  kind  of  business 
it  conducts,  and  rather  than  ask  you  a  lot  of  general  questions  I  would 
like  you  to  give  us  what  information  you  can  about  that. 

Mr.  EcKER.  I  shall  be  very  happy  to, respond. 

Mr.  Chairman,  before  my  examination  begins  this  morning  I  think 
you  would  want  me  to  correct  an  erroneous  implication  contained  in 
two  of  the  charts  which  were  produced  at  the  opening  of  these  pro- 
ceedings yesterday  .morning.  I  refer  to  "Exhibit  No.  218",^  "Income 
and  Expenditures  of  Life  Insurance  Companies,"  and  "Exhibit  No. 
219",^  Distribution  of  Income  and  Expenditure,  1937." 

The  first  chart  indicated  that  the  total  income- of  the  companies 
over  the  total  expenditures  for  20  years  ending  in  1937  amounted  to 
20  billions  of  dollars,  and  it  was  implied  that  this  represented  profits 
to  the  308  life-insurance  companies  in  the  operation  of  their  business. 
As  a  matter  of  fact,  the  real  situation  is  quite  different.  The  difference 
between  the  total  of  the  income  as  set  forth  in  the  chart  and  the  total 
of  the  expenditures  as  set  forth  in  the  chart  for  any  given  year  or  for 
all  years  put  together  is  represented  almost  entirely  by  additions  to 
policy  reserves  required  by  law,  and  increases  in  other  liabilities  such 
as  claims,  dividends,  and  the  like,  and  also  additions  to  surplus.  It 
must  be  understood  that  the  New  York  law  requires  that  surplus  of  a 
mutual  company  be  annually  distributed  to  policyholders  except  for 
an  amoimt,  also  Umited  by  law,  to  be  held  for  contmgencies. 

In  compliance  with  such  law,  or  laws  or  practices  prevalent  in  other 
States,  companies  have  distributed  to  policyholders  through  the  years 
in  question  more  than  $7,500,000,000  in  the  shape  of  dividends.  In 
actual  fact,  speaking  for  the  Metropolitan  Life  Insurance  Co.  alone, 
the  surplus  funds  of  this  company  during  the  period  in  question 
increased  by  the  sum  of  $280,000,000,  while  the  assets  for  the  same 
period  increased  by  $4,000,000,000. 

The  bar  chart,  Mr.  Chairman,  might  be  used  to  illustrate  the  receipts 
and  disbursements  of  a  bank.  That  chart  on  the  left  would  include  all 
the  income  of  the  bank,  including  deposits;  the  chart  on  the  right,  all 
of  the  disbursements  of  the  bank,  cost  of  operation  and  what-not,  and 
deposits  withdrawn. 

The  way  this  was  set  up  it  would  leave  as  a  profit  the  deposits  in  the 
banks  that  had  not  been  withdrawn.  Our  reserves  are  analogous  to 
the  deposits  of  our  poHcyholders  that  have  not  been  withdrawn.  It 
isn't  that  the  chart  itself  was  incorrect,  but  it  gives  entirely  the  wrong 
impression  and  the  newspapers  have  picked  that  up  and  referred  to  a 
profit  of  $20,000,000,000.     I  know  that  wasn't  in  Mr.  Douglas'  mind. 

The  Chairman.  Nothing  was  said  here  of  profits  in  that  amount. 

Mr.  EcKER.  Yes.  exactly;  and  I  thought  you  would  be  interested 
and  desirous  that  J  should  make  that  correction  this  morning. 

'See  supra,  p.  1177. 
'Ibid.  p.  IIRI. 
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Mr.  Douglas.  I  don't  recollect  that  any  of  the  witnesses,  Dr. 
Davenport,  or  Mr.  Howe,  so  characterized  it. 

Mr.  EcKER.  The  newspapers  did,  Mr.  Douglas,  and  it  gives  a  wrong 
impression.  You  wouldn't  want  the  impression  to  go  abroad  that 
during  these  years  the  companies  had  a  profit  of  $20,000,000,000. 

Mr.  Douglas.  I  don't  think  it  is  an  impression  that  would  be  justi- 
fied from  the  record  of  the  hearing  as  constituted  yesterday. 

Mr.  EcKER.  I  am  saying  that  if  it  were  a  bank  and  the  deposits 
had  not  been  withdrawn  but  were  left  there  and  assumed  to  be  a 
profit- — which,  of  course,  they  are  not — our  reserves  which  are  required 
b}^  law  are  analogous  to  the  bank  deposits. 

Mr.  Douglas.  I  think  there  is  no  misunderstanding 

Mr.  EcKER  (interposing).  No;  just  that  I  want  to  correct  a  mis- 
understanding taken  up  by  the  newspapers. 

The  Chairman.  Let  me  say  that  those  of  us  who  are  living  in  a 
glass  ball  down  here  all  the  time  realize  that  it  is  impossible  to  live 
up  to  the  newspapers,  and  if  we  spent  our  time  correcting  the  \^Tong 
ideas,  we  wouldn't  have  time  to  do  anything  else. 

Mr.  EcKER.  Bear  with  me  because  we  have  29,000,000  poHcy- 
holders  throughout  the  United  States,  and  we  are  very  sensitive  that 
they  shouldn't  get  the  wrong  impression. 

Mr.  Arnold.  May  I  ask  one  question  about  the  chart  on  page  7.^ 
Is  that  total  expenditures  on  that  chart 

Mr.  EcKER  (interposing).  Is  that  the  bar  chart?  Let  me  see  it. 
Sorry,  Mr.  Arnold,  I  am  following  you  now. 

Mr.  Arnold.  Does  the  total  expenditure  line  on  that  chart  include 
dividends? 

Mr.  EcKER.  That  have  been^  disbursed ;  but  not  the  dividends  for 
which  we  carry  a  liability  and  which  are  obligations  just  the  same  at 
the  end  of  a  year.  When  you  look  at  the  statement  of  the  company 
you  wouldn't  be  very  happy  if  it  didn't  include  in  its  set-up  of  liabilities 
the  definite  obligations  which  we  must  pay. 

Mr.  Douglas.  I  think  that  is  what  Mr.  Howe  meant  yesterday 
when  he  was  talking  about  these  insurance  contracts  with  long-term 
insurance  companies. 

Mr.  Arnold.  But  the  chart  on  page  7  does  include  actual  income 
and  actual  disbursements  of  all  kinds? 

Mr.  EcKER.  Oh,  yes.     It  is  the  same  thing  in  both  cases. 

Mr.  Gesell.  I  will  return  to  my  question  now,  Mr.  Ecker.  I 
asked  you  if  you  could  give  us  some  idea  as  to  the  size  of  your  com- 
pany and  the  various  activities  in  which  it  is  engaged. 

Mr.  EcKER.  Perhaps  the  best  way  to  measure  the  size  would  be  to 
go  back  to  the  year  just  before  mutualization,  1914. 

Mr.  Gesell.  Your  company  was  mutualized  in  January  1915? 

Mr.  Ecker.  Exactly,  and  in  the  statement  made  for  December  31, 
1914,  my  recollection  is  that  our  total  assets  were  about  $490,000,000. 
At  the  end  of  1938  those  assets  had  growTi  to  be  $4,942,000,000. 

The  surplus  at  the  end  of  1914  v/as,  in  round  figures,  31,000,000, 
and  at  the  end  of  1938  it  was  313,000,000.  The  amount  of  business 
in  force  at  the  end  of  1914  was  just  under  3,000,000,000.  At  the  end 
of  1938  that  total  was  22,600,000,000. 

At  the  end  of  1914  we  had  paid  to  industrial  policyholders,  in 
bonuses  payments  that  were  not  required  under  the  contract,  jabout 

'  See  "Exhibit  No.  218",  supra,  p.  1177. 
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$47,000,000.  That  diptribution  of  the  bonuses,  increased  by  the  divi- 
dends siDce  miituftlization.  bn?igs  (be  total  up  to  about  $1,400,000,000. 

If  you  \vould  Jike  to  go  back  and  look  at  the  size  of  the  company, 
we  will  sav  at  the  cj)d  of  1906,  I  could  give  you  those  figures, 

Mr.  Gesrll.  In  1906  you  had  about  174,000,000 

Mr.  EcKEii  (interposing).  176,000,000  of  assets.  We  had  a  surplus 
at  that  time  of  about  16  millions.  Our  total  business  in  force  was 
just  under  a  billion  700  millions. 

Mr.  Gesell.  At  the  present  time,  Mr.  Ecker,  how  many  policy- 
holders does  your  company  have? 

Mr.  Ecker.  As  near  as  we  can  calculate  it — and  that  can't  be  a 
positive  figure — it  is  between  twent3^-eight  and  a  half  and  twenty-nine 
millions  of  individual  lives  insured. 

Mr.  Gesell.  That  means  about  1  out  of  5  people  you  see  on  the 
street  is  insured  b}'-  your  company. 

Mr.  Ecker.  That  is  true,  and  in  the  cities — our  business  is  largely 
in  the  cities — we  would  probably  average  a  third  of  all  the  people; 
and  in  some  cities,  like  St.  Louis,  for  example,  more  than  half  of  the 
population  are  insured,  so  it  might  be  said  that  in  such  cities  every 
other  man,  woman,  find  child  one  meets  on  the  street,  in  the  home, 
or  in  the  cradle,  is  insured  in  the  Metropolitan. 

The  Chairman.  How  many  of  these,  or  what  proportion  of  these 
are  cflrrying  group  insurance? 

Mr.  Ecker.  Group  insurance  of  course  is  under  the  master  policy 
issued  to  the  employer. 

Mr.  Gesell.  Does  that  count  as  one  policyholder? 

Mr.  Ecker.  That  counts  as  one  poHcyholder,  but  when  we  count 
tlie  number  of  policies  in  force  we  use  the  certificates  that  are  issued 
to  the  individuals  who  ore  insured  under  that  master  policy. 

Mr.  Gesell.  So  that  in  your  figure  of  twenty-eight  or  twenty-nine 
injihon  policyholders,  you  have  included  all  members  of  the  group. 

Mr.  Ecker.  It  is  my  understanding  that  we  have. 

We  calculate  that  under  group  policies  there  are  about. two  millions 
of  people  insured^ndividuals. 

Dr.  LuBiN.  Mr,  Ec^'^r,  of  the  28,000,000  how  many  hold  industrial 
policies? 

Mr.  Ecker.  The  exact  figures  I  do  not  have,  but  I  would  say 
somewhere  between  twenty-two  and  twenty-three  millions. 

Mr.  (jesell.  You  have  group  insurance^  Mr.  Ecker,  with  such 
companies  as  Gcner.al  Motors,  General  Electric,  Union  Carbon  & 
Carbide.  United  States  Steel  Corporation,  Westinghouse  Electric  and 
Mnnufncturing  Co.,  Sear>?,  Koebuok.  Armour  &  Co.,  Socony  Vacuum, 
fuid  companies  of  that  character. 

Mr.  EcKKR.  That  sounds  when  you  read  it  like  a  roster  of  our 
holders  of  grouj)  po!ic)«:'S. 

Mr.  Gesell.  These  industrial  policyholders  that  Mr.  Lubin  referred 
to  are  policyholders  who  pay  prem.iums  on  a  weekly  or  monthly  basis? 

Mr.  EcKviR.  They  are. 

Mr.  Geselt,.  11ns  the  increase  of  your  business  in  recent  years  been 
predominantly  in  the  industrial  field  or  in  the  ordinary  field,  or  has 
the  increase  of  both  t--,  pcr  of  insur^.nce  been  similar? 

Mr.  EcKER.  I  would  say  tliii.t  the  increase  wu?  more  in  the  field  of 
the  ordinary  insurance  than  in  the  industrial. 

\\t.  Patterson.  Mr.  Ecker,  what  proj)ortion  of  these  industrial 
policies  lapse?    Have  you  any  idea,  approximately? 
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Mr.  EcKER.  It  is  hard  to  answer  that  question  without  some  Httle 
discussion  about  it. 

Mr.  Patterson.  Well,  that  is  ail  right. 

Mr.  EcKER.  Let  me  say  what  I  have  in  mind.  There  is  a  very  large 
lapse  reported  in  the  industrial  department  on  which  only  a  week's 
premium  is  paid.  In  the  ordinary  department,  those  are  classified  as 
not-takens.  In  the  industrial  department  there  is  a  time  within 
which  the  applicant  may  say  he  doesn't  want  the  insurance  and  will 
take  back  his  first  premium.  Usually  it  is  so  small  an  amount  that 
the  average  industrial  applicant  doesn't  bother  to  ask  for  the  return 
of  his  money,  so  that  all  of  that  first  week's  premium  lapse  should 
really  be  compared  with  what  is  called  not-takens  in  the  ordinary. 
The  company,  however,  must  carry  a  liability  for  that  insurance  for 
that  period.  As  a  matter  of  fact  we  pay  many  death  claims  on 
which  only  1  week's  premium  has  been  paid.  A  great  deal  of  that 
business,  while  reported  as  a  lapse  in  the  first  instance,  due  to  the 
activity  of  the  agent  and  his  interest. in  the  policyholder,  is  subse- 
quentl}^  revived. 

Now  to  answer  your  question,  you  have  to  make  an  analysis.  It 
isn't  easily  answered  without  a  full  discussion. 

Mr.  Patterson.  I  am  not  asking  you  to  answer  that  now,  but  I 
would  appreciate  it  if  you  would  get  for  the  record,  if  possible,  later, 
the  number  that  do  not  mature,  the  approximate  percent  of  industrial 
policies  that  do  not  mature. 

Mr.  EcKER.  We  will  be  able  to  give  you  that.  It  varies  according 
to  the  economic  conditions  in  the  country,  I  have  observed  over  a 
period  of  years.  There  was  one  time  when  the  persistence  of  the  indus- 
trial policy  was  better  than  the  ordinary. 

Mr.  Gesell.  Have  you  made  studies  of  the  lapse  rate  in  your 
industrial  policies,  Mr.  Ecker,  of  your  company? 

Mr.  Ecker.  We  have. 

Mr.  Gesell.  Who  in  your  organization  has  made  those  studies,  in 
case  the  committee  desires  to  know  more  about  it? 

Mr.  Ecker.  I  would  say  in  the  fir§t  instance  that  the  actuary  who 
gives  attention  particularly  to  the  industrial  department. 

Mr,  Arnold.  One  point  wasn't  entirely  clear  to  me.  You  said 
those  who  had  paid  a  single  week's  premium  ordinarily  didn't  bother 
to  ask  for  their  money  back.     Are  they  entitled  to  it  if  they  ask? 

Mr.  Ecker.  Yes.  They  have  a  period  within  which  they  may  say 
they^  do  not  want  the  insurance  and  want  their  mone}^  back,  for  ex- 
ample, if  it  is  a  25-cent  premium  it  isn't  enough  to  bother  with  and 
they  let  it  go,  but  the  company  has  the  liability  just  the  same. 

Mr.  Arnold.  How  long  is  that  period? 

Mr.  Ecker.  It  is  2  weeks,  it  has  been  2  weeks  for  years,  and  under 
our  new  contract  it  is  3. 

Mr,  Gesell.  Does  your  company  operate  in  every  State  of  the 
country?  By  that  I  mean,  do  you  sell  insurance  in  every  State  in 
the  country? 

Mr.  Ecker.  No.  That  would  need  this  further  explanation.  I 
believe  we  are  licensed  to  do  business  in  every  State.  We  do  not 
pursue  the  business  of  insurance;  we  haven't  agents  actively  writmg 
insurance  in  every  State. 

Mr.  Gesell.  Do  you  know  offhand  the  States  in  wnich  your 
■^^y  doesn't  operate? 
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Mr.  EcKER,  Well,  in  one  State  we  have  representatives  to  take 
care  of  the  group  insurance,  life  insurance  and  annuities  that  are 
written  under  a  contract  with  employers  where  we  have  insured  all 
of  their  employees.  We  are  not  actively  prosecuting  that  business 
in  that  particular  State,  but  we  must  have  representatives  there  to 
take  care  of  insured  employees.  We  have  agents,  I  think — can  you 
tell  me,  Mr.  Lincoln? 

Mr.  Lincoln.  Seven.  Texas,  Nevada,  Wyoming,  North  Dakota, 
South  Dakota,  Arizona,  New  M^exico. 

Mr.  EcKER.  Seven. 

Mr.  Gesell.  Does  that  mean  that  your  company  doesn't  operate 
in  those  States,  Mr.  Ecker,  or  does  it  do,  say,  a  farm  business  in  those 
States,  money  invested? 

Mr.  Ecker.  Some  of  them  we  invest  money  in,  yes,  and  we  have 
farm  investments  and  possibly  some  others. 

Mr.  Gesell.  Your  company  owns  and  operates  a  large  number  of 
farms,  does  it  not? 

Mr.  Ecker.  During  the  depression  we  have  had  to  foreclose  on  a 
large  number  of  farms,  and  we  have  a  very  carefully  studied  policy 
for  taking  care  of  the  farm  properties,  rehabilitating  them. 

Mr.  GeSell.  We  will  come  to  the  question  of  your  farm  properties. 
All  I  am  asking  you  now  is  generally  the  types  of  activities  in  which 
your  company  is  engaged.  In  the  real  estate  side,  the  urban. real 
estate,  you  own  and  operate  buildings,  do  you  not? 

Mr.  Ecker.  We  do. 

Mr.  Gesell.  Tenement  houses,  ofRce  buildings,  all  kinds? 

Mr.  Ecker.  Yes;  properties  that  we  have  foreclosed,  of  course. 

Mr.  Gesell.  Yes;  those  are  properties  that  you  originally  made  a 
loan  on,  were  obliged  to  foreclose,  and  since  then  you  have  operated 
them.  You  operate  hotels,  do  you  not,  through  a  management 
agency? 

Mr.  Ecker.  We  operate  hotels,  I  think,  in  every  case  through  a 
lease  or  management  operator. 

Mr.  Gesell.  Has  your  company  an  interest  in  any  large  housing 
developments? 

Mr.  Ecker.  Yes;  we  have  in  two.  In  1922  there  was  a  great 
shortage  of  housing  and  construction  costs  were  very  high.  Under  a 
special  act  of  the  legislature  we  undertook  a  demonstration.  It  was 
possible  at  the  then  prevailing  high  costs  to  produce  shelter  accom- 
modations that  could  rent  at  $9  a  month  pef  room.  That  was  our 
first  operation  under  the  law  in  the  nature  of  a  housing  project. 

Mr.  Gesell.  You  say  you  have  two. 

Mr.  Ecker.  That  is  one. 

The  Chairman.  What  was  that  room  cost? 

Mr.  Ecker.  Nine  dollars  per  month  per  room,  and  that  compared 
with  similar  accommodations  that  were  offered  in  the  market  at 
$12  and  $14  per  month  per  room. 

The  Chairman.  Did  you  give  the  construction  costs  per  room? 

Mr.  Ecker.  Can  I  do  it  now? 

The  Chairman.  Did  you  in  your  answer  a  moment  ago? 

Mr.  Ecker.  No;  I  did  not. 

The  Chairman.  Do  you  know  what  it  is? 

Mr.  Ecker.  I  know  that  in  the  project  which  we  now  have  it  is 
under  $1,100.     I  was  going  to  say  that  we  have  a  second  project 
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which  we  are  permitted  to  engage  in  under  a  special  act  of  the  New 
York  Legislature,  and  that  is  an  undertaking  on  a  community  basis. 
My  feeling  is  that  the  ownership  of  a  single  piece  of  real  estate,  a 
corner,  a  block  front,  or  a  block  comes  ver}-  close  to  being  speculative 
in  character.  I  believe  that  if  one  can  undertake  an  operation  on  a 
community  basis;  it  may  be  so  carried  out  and  so  planned  as  to  make 
a  sound  investment  of  life  insurance  funds.  With  that- in  view,  we 
acquired  a  piece  in  the  Bronx,  adjoining  the  IVlanliattan  Island,  on 
the  subway,  so  the  transportation  is  very  good,  28  minutes  from  the 
Grand  Central  Station,  about  31  minutes  from  City  Hall,  and  we  were 
fortunate  there  iii  getting  a  piece  of  property  that  had  not  been  im- 
proved. It  had  been  in  the  possession  of  the  people  from  whom  we 
had  purchased  it  since  1868,  and  that  enabled  us  to  make  a  very  ad- 
vantageous plan,  so  that  the  streets  would  not  be  rectangular,  so  that 
it  was  possible  to  make  construction  that  wouldn't  look  like  an  insti- 
tution or  a  factory  when  completed,  so  that  we  could  plan  to  make  it 
a  very  attractive  place  for  living. 

I  was  going  to  say  that  the  reason  I  think  the  community  operation 
of 'the  nature  I  referred  to  can  be  undertaken  safely  is  that,  if  properly 
planned,  there  will  be  protection  against  obsolescence.  In  real  estate, 
obsolescence  is  the  factor  against  which  we  have  to  work. 

Mr.  Gesell.  Well,  now 

Mr.  EcKER  (interposing).  May  I  finish  this  if  it  doesn't  interfere 
with  what  you  have  in  mind?  The  best  protection  against  obso- 
lescence is  light  and  air.  The  old  tenements  that  exist  in  New  York 
City  today,  which  are  a  part  of  the  slum  clearance  operation,  are 
those  improvements  where  the  landlord  has  covered  90  percent 
of  his  lot  with  the  building  and  today  those  habitations  are  regarded 
as  a  failure. 

Mr.  Douglas.  What  was  the  name  of  the  first  project? 

Mr.  EcKER.  It  hadn't  any  name,  but  it  was  located  in  Queens. 
For  the  present  one  in  the  Bronx  our  plans  cover  less  than  27  percent 
of  the  land;  that  is  our  protection  against  obsolescence.  The  con- 
struction is  all  fireproof  and  that  is  our  protection  against  deteriora- 
tion. Then  in  the  matter  of  equipment  there  are  gadgets  to  go  with 
the  kitchen  and  the  bathroom  of  the  most  improved  type.  There  we 
are  planning  and  expecting  to  provide  an  accommodation  for  housing 
for  which  there  is  an  existing  need. 

Slum  clearance  operations  are  taking  care  of  those  in  the  lowest 
income  group.  There  hasn't  been  a^  good  provision  made  for  those 
who  are  a  little  better  circumstanced.  We  will  provide  improvements 
here  which  will  rent  for  two-thirds,  we  calculate,  of  the  rental  that  is 
charged  for  similar  improvements  built  by  builders  for  speculation. 

Mr.  Gesell.  My  question  was  directed  simply  to  get  some  idea  of 
the  size  of  the  company.  We  can  come  back  to  your  housing  projects 
at  a  later  stage. 

Can  you  give  us  some  idea  of  the  amount  of  new  industrial  business 
which  your  company  has  written  in  the  last  2  or  3  years?  Has  it  at 
all  times  been  in  excess  of  a  billion  dollars  each  year? 

Mr.  EcKER.  Written?  I  don't  think  it  has  ever  been  that,  but  I 
would  like  to  have  the  figures  to  teU  you  that.  I  don't  have  it  in 
mind.     I  would  be  glad  to  produce  it. 
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Mr.  Gesell.  Let  me  ask  you  this:  For  both  your  ordinary  and  in- 
dustrial departments  combined,  let  me  ask  you  what  has  been  the 
amount  of  business  written  per  year? 

Mr,  EcKER.  I  can  give  it  to  you  for  any  year  that  you  are  interested 
in,  and  possibly  the  separation. 

Mr.  Gesell.  Just  the  last  2  or  3  years  is  all  I  want. 

Mr.  EcKER.  The  paid-for  life  insurance  business  issued  during  1938 
totaled  $1,810,000,000,  of  which  the  ordmary  was  $875,945,000,  in- 
dustrial, $832,256,000;  group,  $102,000,000.  That  is  last  year.  I 
can  give  you  the  same  figures  for  any  other  year. 

Mr.  Gesell.  Just  the  year  before  that,  if  you  please. 

Mr.  EcKER.  The  year  before  that,  the  paid-for  life  insurance  issued 
was  $2,393,500,000,  of  which  the  ordinary  was  $1,162,000,000;  indus- 
trial, $1,000,000,000;  group,  $214,000,000. 

Mr.  Gesell.  Coming  to  another  figure  for  the  moment,  can  you 
give  us  any  idea  of  the  amount  of  monev  your  company  invests  every 
day? 

Mr.  Ecker.  I  would  say  we  invest  about  $700,000,000  a  year,  but 
there  is  in  that  figure  much  of  investment  and  reinvestment,  short- 
term  stuff  which  we  may  buy  as  a  secondary  reserve  for  cash,  and 
when  thaffalls  due  we  reinvest  it. 

Mr.  Gesell.  It  may  include  the  investment  of  $1  two  times? 

Mr.  Ecker.  Three  times,  maybe.  The  increase,  of  course,  is 
shown  by  the  increase  in  assets  for  the  year. 

Then  we  have  maturities,  payments  on  account,  and  these  short 
term  investments  which  may  be  a  reinvestment  of  the  same  dollar  in 
the  same  year  in  which  it  was  originally  made. 

Mr.  Gesell.  Coming  to  another  topic  for  a  moment,  your  company 
is  a  mutual  company,  is  it  not? 

Mr.  Ecker.  Yes. 

Mr.  Gesell.  You  said  it -was  mutualized  in  January  1915? 

Mr.  Ecker.  Yes. 

Mr.  Gesell.  What  is  a  mutual  company? 

Mr.  Ecker.  A  mutual  company  is  one  in  which  there  is  no  stock- 
holding interest,  one  in  which  all  of  the  assets  of  the  company  are 
held  for  the  benefits  of  the  policyholders,  one  m  which  all  of  the 
profits,  after  the  board  of  directors  determines  the  amount  that 
should  be  added  to  surplus,  is  distributed  to  policyholders  in  the  form 
of  dividends. 

Mr.  Gesell.  Is  there  any  other  outstanding  characteristic  of  a 
mutual  company  that  comes  to  your  mind? 

Mr.  Ecker,  Yes.  The  directors  are  elected  under  the  laws  of  the 
State  of  New  York  by  the  policyholders. 

Mr.  Gesell.  Now  you  were  connected  with  the  company  at  the 
time  it  mutualized,  were  you  not? 

Mr.  Ecker.  I  was. 

Mr.  Gesell.  Can  you  give  us  some  idea,  very  briefly,  of  the  factors 
which  prompted  that  mutualization? 

Mr.  Ecker.  Well,  it  is  a  matter  of  recollection.  There  were  many 
factors.  The  company  was  growing  rapidly;  there  was  an  increasing 
accumulation  of  assets  and  funds,  the  great  bulk  of  which  was  con- 
tributed by  policyholders,  and  there  was  a  possibility  of  the  stock 
getting  into  the  hands  of  people  who  might  not  be  as  scrupulous  as 
were  the  holders  of  the  stock  of  our  company.  It  might  constitute 
a  menace  that  in  unfriendly  hands  there  might  be  an  attempt  to 
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exploit  the  company  or  its  funds  for  the  benefit  of  the  individuals 
who  hold  the  stock. 

Mr.  Gesell.  It  was  the  fear,  then 

Mr.  EcKER  (interposing).  It  was  a  recognition  of  that  situation, 
rather  than  a  fear,  sir. 

Mr.  Gesell.  Yes;  there  was  inherent  in  a  stock  company  the 
possibility  that  the  stock  might  get  into  the  hands  of  individuals  who 
would  run  the  company  for  their  o\\ti  interests,  rather  than  those  of 
the  policyholders.     Is  that  a  correct  statement? 

Mr.  Ecker.  That  is  a  correct  statement,  except  that  in  our  case, 
prior  thereto,  our  policyholders  had  the  right  to  vote  for  directors. 
They  voted  with  the  stockholders.  That  was  a  protection  which  we 
had  which  some  other  companies  may  not  have  had. 

Now,  I  want  to  say  that  our  stockholders,  having  knowledge  of  the 
care  with  which  life-insurance  companies  were  supervised  by  insurance 
departments,  had  confidence  in  a  management  under  law  which  would 
afford  good  protection  to  policyholders,  that  it  would  be  a  good  thing 
to  mutualize. 

The  Chairman.  May  I  interrupt,  Mr.  Gesell?  You  seem  to  draw 
a  distinction,  in  response  to  Mr.  Gesell's  question,  between  fear  of  a 
condition  which  you  both  describe  and  recognition  of  it,  the  usual 
phrase.     Just  what  did  you  have  in  mind  in  making  that  distinction? 

Mr.  Ecker.  There  wasn't  any  situation  that  caused  us  to  be 
frightened  about  it,  but  we  did  recognize  that  a  situation  like  that 
could  develop. 

_  The  Chairman.  What  caused  you  to  recognize  that  such  a  situa- 
tion could  develop? 

Mr.  Ecker.  Nothing  more  than,  as  I  have  said,  that  the  company 
was  constantly  growing  in  size  and  the  funds  were  increasing,  and 
then  we  had  a  capitalization  of  $2,000,000. 

The  Chairman.  Would  it  be  a  warranted  conclusion  that  your 
recognition  of  the  fact  that  the  company  was  growing  in  size,  that  its 
assets  and  fimds  were  accumulating,  as  you  have  stated,  led  you  to 
the  conclusion  that  greater  precaution  should  be  thrown  around  the 
administration  of  these  accumulated  funds? 

Mr.  Ecker.  Purely  in  the  interest  of  poHcyholders,  to  separate 
the  interest  of  policyholders  from  stockholders. 

I  was  about  to  say  our  capital  stock  was  $2,000,000.  We  had 
savings  in  the  business  far  in  excess  of  the  dividend  provision  of  7 
percent  on  $2,000,000. 

The  Chairman.  In  other  words,  you  recognized  that  as  the  size 
of  the  company  grew,  greater  care  should  be  exercised  in  the  interest 
of  the  policyholders. 

Mr.  Ecker.  Senator,  that  is  true.  For  dividend  requirements  to 
stockholders  we  needed  $140,000  a  year.  We  have  been  pajdng  in 
dividends  to  policyholders  for  the  last  10  years  an  average  of  $100,000,- 
000.  Those  are  the  savings-  that  might  correspond  to  profits  on  a 
corporation  whose  capital  stock  was  $2,000,000. 

Mr.  Douglas.  Was  it  felt,  Mr.  Ecker,  that  it  might  help  sell  insur- 
ance to  mutuahze,  make  the  insurance  contract  a  more  attractive 
one  to  prospective  purchasers? 

Mr.  Ecker.  If  you  ask  me  if  I  think  so  now,  yes;  but  we  were  a 
stock  company,  our  premium  rates  were  low,  and  we  were  successfully 
meeting  the  competition  of  mutual  companies  at  that  time. 
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Mr.  Gesell.  Then  I  gather  from  your  statement  in  answer  to 
previous  questions  that  you  believe  at  least  as  far  as  large  companies 
are  concerned  that  a  mutual  company  is  far  better  than  a  stock 
company. 

Mr.  EcKER.  I  think  you  must  answer  that  with  respect  to  the 
individual  case.  I  feel  that  our  company  is  managed  in  the  interest 
of  the  policyholders,  and  that  in  our  case  mutualization  has  been  a 
wise  course  to  have  followed. 

Mr.  Douglas.  What  you  are  trying  to  say  is  that  mutualization  is 
no  guarantee  of  wise,  prudent  management. 

Mr.  EcKER.  I  agree  to  that. 

The  Chairman.  But  you  do  agree  that  the  greater  the  size,  the 
more  need  there  is  for  care  in  management. 

Mr.  EcKER.  That  is  my  opinion  with  respect  to  our  company,  if  I 
may  restrict  my  answer  to  our  own  situation. 

Tlie  Chairman.  You  wouldn't  object  if  we  generalize? 

Mr.  Ecker.'I  wouldn't. 

Mr.  Gesell.  At  the  time  the  company  mutualized  and  the  plan 
v/as  presented  to  the  policyholders  on  November  18,  1914,  was  it  not 
stated  that  one  of  the  advantages  to  be  derived  by  the  policyholders 
from  the  adoption  of  the  plan  mcluded  the  fact  that  it  would  place 
the  absolute  control  of  the  management  in  the  hands  of  the  policy- 
holders? 

Mr.  EcKER.  That  was  a  provision  in  law  that  doubtless  was  stated' 
at  that  time.  There  would  also  inure  to  the  policyholder  the  benefit 
of  his  having  contractual  rights  in  the  earnings  of  the  company  which 
he  did  not  have  m  a  stock  company. 

Mr.  Gesell.  Yes;  there  were  other  advantages  that  were  presented 
to  the  policyholders,  but  v/as  not  one  of  the  advantages  which  was 
mentioned,  and  that  which  was  mentioned  first,  the  fact  that  the 
management  of  the  company  would  be  placed  absolutely  in  the  hands 
of  the  pohcyholders? 

Mr.  EcKER.  I  would  have  to  review  the  literature  that  was  put  out 
at  the  time,  but  I  think  that  is  quite  a  natural  thing  to  have  said. 

Mr.  Gesell.  I  have  the  literature  if  you  would  like  to  look  at  it. 

Mr.  EcKER.  I  don't  question  it.  If  you  have  the  literature,  of 
course  I  accept  the  record. 

Mr.  Gesell.  As  your  company  has  worked  out  and  as  it  has  gone 
on  since  that  date,  do  you  feel  that  the  control  of  the  managem.ent  stUl 
hes  absolutely  in  the  hands  of  the  policyholders? 

Mr.  EcKER.  It  does  under  the  provisions  of  the  law,  and  I  think 
that  carries  with  it  something  more  than  the  bare  statement  that  the 
policyholder  elects  the  directors.  It  is  a  relationship  in  which  the 
company  is  supervised  by  State  insurance  departments,  in  our  State 
headed  by  a  very  efficient  man.  The  examination  is  required  by  law 
to  be  made  every  3  years.  It  takes  about  a  year  and  a  half  to  make 
an  examination  of  our  company,  and  the  result  is  that  those  examiners 
are  with  us  about  half  the  time. 

Mr.  Gesell.  Now,  this  y^lan  of  mutualization,  Mr.  Ecker,  con- 
ceived that  the  policyholders,  not  the  insurance  department,  would 
control  the  management  of  your  company,  isn't  that  correct?  And 
I  want  to  keep  you  to  that  point. 

Mr.  EcKER.  That  is  quite  right,  but  I  submit,  sir,  that  it  is  some- 
thing more  than  the  mere  policyholder's  vote.     It  is  in  connection 
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with  these  circumstances  under  which  we  are  carefully  supervised, 
under  which  if  there  were  any  abuse  in  the  management  of  that 
company,  it  would  come  to  the  notice  of  the  supervising  officials,  and 
that  would  make  it  public,  and  that  would  cause  policyholders  to  act 
if  they  had  any  cause  for  being  dissatisfied. 

Mr.  Douglas.  Is  the  State  commission  in  charge  of  the  election 
machinery? 

Mr.  EcKER.  It  is. 

Mr.  Gesell.  Do  I  understand  then  your  position  to  be  that  the 
policyholder  has  as  his  protection  the  State  supervision  of  your 
company,  more  than  the  fact  that  he  can  through  his  franchise  right 
vote  for  and  control  the  company  through  his  vote? 

Mr.  EcKER.  That  is  only  incident  to  the  fact  that  it  would  be 
difficult  to  mobilize  by  concerted  and  intelligent  action,  for  the 
exercise  of  judgment,  the  many  millions  of  policyholders  wliich  a 
company  has — which  we  have,  for  example. 

The  Chair^ian.  Your  position  is  the  policj^holder  exercises  his 
right  through  a  veto  power  rather  than  in  management. 

Mr.  Ecker.  Yes;  and  definitel;^  if  there  were  anything  wrong. 

Now,  another  factor  in  the  situation  is  the  expression  that  we 
would  have  from  policyholders  if  there  v/ere  any  cause  for  complaint. 
We  are  meticulously  attentive  to  all  inquiries  from  policyholders. 
I  don't  believe  we  ever  receive  any  letter  that  isn't  answered,  and  that 
means  a  good  deal  in  the  daily  task  of  the  business.  But  most  of  our 
inquiries,  practically  all  of  them,  relate  to  inquiries  affecting  their 
particular  contract.  I  scarcely  know  of  any  compiamts  made  of 
the  management  of  the  company.  If  there  were  reasons  for  it,  I  am 
satisfied  we  would  have  many. 

That  is  one  of  the  factors  I  have  in  mind  when  I  say  that  the  mutu- 
alization  has  been  in  the  interest  of  the  policyholders. 

Mr.  Gesell.  In  considering  the  advantages  of  mutuality,  is  it 
true  that  a  mutual  company,  the  management  of  such  a  company, 
doesn't  find  itself  torn  between  the  interests  of  the  policyholders  on 
the  one  side  and  the  proprietary  interest  of  the  principal  stockholders 
on  the  other? 

Mr.  Ecker,  That  could  be  said  to  be  true,  yes. 

Mr.  Gesell.  Is  it  not  a  point  which  your  company  has  made 
frequently,  in  urging  the  advantages  of  mutuality  as  opposed  to  the 
advantages  of  the  stock  company? 

Mr.  Ecker.  I  don't  know  that  we  have  urged  it  in  any  case  except 
the  one  time  in  our  case  when  we  were  mutualizing  our  company. 

Mr.  Gesell.  Let  me  read  you  a  paragraph  from  a  letter  of  Air. 
Lincoln's  dated  November  1,  1937,  addressed  "To  All  Agents  in  the 
Metropolitan  Territory."     The  fourth  paragraph  of  the  letter  reads: 

Your  company  is  not  a  stock  corporation  with  shareholders  whose  interest  in 
its  gains  or  losses  would  affect  its  management  in  determining  its  policies.  On 
the  contrary,  as  each  of  you  know,  the  company  is  a  mutual  company,  composed 
of  some  29,000,000  individuals,  holding  over  43  million  contracts  with  the 
company. 

Does  not  that  sentence  indicate  a  feeling  on  the  part  of  Mr.  Lincoln, 
your  associate,  that  the  management  of  a  stock  company  is  placed 
in  a  dilemma  by  having  to  cater  to  the  interests  of  the  proprietary 
stockholders  as  weU  as  those  of  the  policyholders? 
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Mr.  EcKER.  You  might  draw  that  inference,  but  my  impression  is 
Mr.  Lincoln  was  stating  a  case  and  not  desiring  to  cast  any  reflections 
upon  what  might  be  the  interests  of  the  stockholders  if  there  were 
stockholders.     He  was  stating  a  situation  that  exists. 

Mr.  Gesell.  May  I  ask  you  then,  very  specifically,  to  state  for  the 
record  the  advantages  which  you  consider  to  be  inherent  in  the 
mutual  plan,  not  with  any  elaboration  of  them  but  with  a  definite 
cataloging  of  those  advantages  so  we  ma;^  have  them  for  the  record. 

Mr,  EcKER.  Haven't  I  already  stated  it? 

Mri  Gesell.  My  feeling  is  that  I  haven't  learned  it  from  you, 
Mr.  licker. 

Mr.  Ecker.  I  will  attempt  to  do  it  again:  that  any  savings  in  the 
business  inure  to  the  benefit  of  the  policyholder.  There  are  savings 
in  the  life-insurance  business  from  only  three  sources:  from  mortality, 
from  savings  in 'expense  and  savings  from  interest. 

In  a  mutual  company,  as  I  have  stated,  at  the  end  of  the  year  the 
board  of  directors  determine  the  part  of  the  savings  that  should  in 
their  judgment  be  added  to  surplus.  All  of  the  remaining  savings  are 
distributed  to  the  policyholders  in  the  form  of  dividends. 

Mr.  Gesell.  Does  that  come  down  to  the  fact  that  a  person  havmg 
a  policy  in  a  mutual  company  gets  cheaper  insurance  than  a  person 
who  has  a  policy  in  a  stock  company?    Is  that  what  you  are  stating? 

Mr.  Ecker.  That  may  or  may  not  be  true,  but  I  am  stating  that 
whatever  he  pays  is  the  net  cost  of  the  insurance,  that  after  paying 
the  net  cost  of  the  business  the  savings  are  distributed,  retaining  only 
for  addition  to  surplus  such  amount  of  the  savings  as  in  the  judgment 
of  the  board  of  directors  is  wise  as  a  contingency  reserve. 

Mr.  Gesell.  Do  the  mutual  companies  sell  cheaper  insurance,  Mr. 
Ecker? 

Mr.  Ecker.  That  I  am  sure  can  only  be  determined  by  taking  the 
premium  rates  for  each  company  and  then  following  through. 

Mr.  Gesell.  You  have  made  no  study  to  determine 

Mr.  Ecker  (interposing).  May  I  finish?  A  pohcy,  for  example, 
might  be  cheaper  in  one  company  if  it  lasts  1-0  years,  but  if  the 
policy  lasts  for  30  years  it  may  be  cheaper  in  some  other  company. 

Mr.  Douglas.  Is  it  your  judgment,  Mr.  Ecker,  that  the  cost  of 
your  policy  is  by  and  large  cheaper  than  the  cost  of  a  stock  policy? 

Mr.  Ecker.  Competition,  I  think,  Mr.  Douglas,  compels  the  stock 
companies  to  come  pretty  close  to  meeting  the  cost  of  insurance  issued 
by  mutual  companies.  I  don't  believe  it  can  be  said — it  cannot  be 
stated  by  me  as  a  definite  proposition  as  applying  to  all  companies. 

Mr.  Gesell.  Then  if  competition  results  in  the  net  cost  of  insurance 
being  approximately  the  same  in  the  mutual  and  the  stock  companies, 
the  first  advantage  which  you  have  just  cataloged  is  not  one  which  is 
peculiar  to  the  mutual  companies,  or  that  results  at  least  in  any 
benefit  to  the  policj^holders. 

Mr.  Ecker.  I  doubt  if  you  can  come  to  that  conclusion.  I  am  say- 
ing that  in  any  event,  whatever  the  savings  are  in  a  mutual  company 
they  belong  to  the  policyholders.  That  isn't  true  with  the  stock  com- 
pany. It  may  be  that  in  competition  it  works  out,  so  there  is  little 
difference. 

Mr,  Douglas.  In  operation  it  may  be  merelj^  a  theoretical  advan- 
tage. 
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Mr.  EcKER.  It  may  be,  but  I  am  stating  what  the  fact  is  with 
respect  to  the  rights  of  the  pohcyholder. 

Mr.  Gesell.  Then  what  is  the  next  advantage  which  j^ou  can  add 
to  this  list? 

Mr.  EcKER.  That  the  poUcyholders  elect  the  directors,  and  if  there 
is  any  abuse  that  grows  up  in  the  management  of  the  business,  they 
have  in  their  hands  the  abiUty  to  correct  it  by  electing  a  different 
board  of  directors. 

Mr.  Gesell.  It  is  a  fact  that  the  policyholders  own  and  control 
the  company? 

Mr.  EcKER.  In  the  way  I  stated,  the  policyholders  control  the 
company. 

Mr.  Gesell.  Are  there  any  other  advantages? 

Mr.  EcKE.R.  Why,  I  don't  think  of  any  at  the  moment. 

Mr.  Gesell.  Then  we  have  one  advantage  which  you  have  men- 
tioned which  may  in  practice  not  be  an  advantage  at  all,  and  we 
have  the  other  very  definite  advantage  that  the  policyholders  control 
the  management  of  the  company. 

Mr.  EcKER.  I  feel  that  the  first  aavantage  is  more  real  than  you 
are  indicating  because  all  of  the  assets  of  every  kind  and  nature  in  a 
mutual  company  are  held  for  the  benefit  of  the  policyholders.  In  a 
stock  company  that  isn't  true.  It  may  work  out  that  the  policy- 
holder is  just  as  weU  off,  and  I  wouldn't  say  he  isn't,  but  I  am  stating 
that  difference. 

Mr.  Gesell.  It  is  a  difference  which  may  or  may  not  be  impor- 
tant, depending  upon  the  quality  of  the  management  of  the  different 
companies  and  other  extraneous  factors. 

Mr.  EcKER.  I  suppose  that  is  so. 

Mr.  Gesell.  Can  you  tell  me  whether  or  not  the  agents  of  your 
company  in  selling  insurance  use  that  fact  that  the  company  is  a 
mutual  company  as  one  of  their  selhng  points? 

Mr.  EcKER.  I  haven't  any  doubt  they  do,  but  there  is  an  absolute 
direction  to  our  field  organization  that  there  should  never  be  any 
invidious  comparisons  between  our  company  and  any  other.  The 
policyholder  may  be  influenced  by  the  fact,  and  doubtless  is,  that  ours 
is  a  very  large  company,  influenced  by  that  as  an  indication  of  solidity 
and  strength.  We  will  not  countenance, an  agent's  making  a  com- 
parison unfavorable  to  any  company  that-is  licensed  to  do  business  in 
the  State. 

Mr.  Gesell.  That  is,  an  agent  can't  go  to  Mr.  Pohcyholder  and 
say,  "XYZ  Company  here  is  a  stock  company  and  they  are  no  good, 
and  we  are  a  mutual  company  and  we  are  all  right."  But  isn't  it  a 
fact  that  the  agency  force  of  your  company  continually,  in  selling 
insurance,  talks  to  the  prospective  policyholder  about  the  fact  that 
the  company  is  mutual? 

Mr.  EcKER.  It  is  inevitable  that  in  setting  up  the  contracts  which 
we  have  to  offer  the  agent  sliould  state  that  it  is  a  mutual  company. 
That  he  actually  goes  out  and  points  out  to  a  prospect  that- he  is 
better  to  have  come  into  a  mutual  company  than  a  stock  company, 
I  doubt  it. 

Mr.  Gesell.  That  was  what  I  wanted  to  know.  Do  your  agents 
do  that  or  don't  thej^? 

Mr.  EcKER.  I  don't  know. 
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Mr.  Gesell.  Have  you  any  policy  with  respect  to  that  as  far  as 
your  agents  are  concerned? 

Mr.  EcKER.  The  pohcy  that  I  told  you  of,  sir.     That  is  ail. 

Mr.  Gesell.  Are  your  agents  instructed  to  talk  to  the  prospective 
policyholder  about  the  mutual  nature  of  the  company  or  are  they 
not? 

Mr.  EcKER.  Specifically  to  represent  the  contracts  of  this  company 
as  better  than  any  other  because  it  is  a  mutual  company?  I  would 
say  they  are  not,  because  it  is  involved  in  what  1  have  said,  that  we 
do  not  permit  our  agents  to  make  unfavorable  comparisons  or  cast 
reflections  upon  any  other  company. 

The  Chairman.  Is  it  your  contention,  Mr.  Ecker,  through  the 
field  force,  to  your  prospective  clients,  that  mutuality  ir»  a  company  is 
a~  great  advantage  over  stock  ownership? 

Mr.  EcKER.  I  would  say  "no,"  but  it  seems  to  me  that  the  agent 
in  his  canvassing — he  is  resourceful  and  I  dare  say  he  puts  his  best 
foot  forward  in  selUng  this  contract. 

The  Chairman.  You  testified  some  moments  ago  that  the  reason 
for  the  change  from  the  stock  ownership  to  the  mutual  plan,  as  I  recall 
it,  was  that  the  accumulated  assets  and  funds  of  the  company  were 
growing  so  great  that  it  was  decided,  to  be  in  the  interest  of  the  policy- 
holders to  change  to  a  mutual  company  in  opder  to  avoid  the  danger 
of  exploitation  of  these  resources  in  the  interest  of  those  who  are  in 
charge  of  the  management. 

Mr.  Ecker.  That  was  our  situation,  Senator.  In  connection  with 
that,  you  notice  I  referred  to  how  dividends  have  grown,  that  we 
have  been  distributing  over  and  beyond  the  terms  of  the  contract,  in 
the  form  of  dividends  an  average  of  $100,000,000  a  year,  and  our  total 
capitalization  was  two  milhon.    I  think  that  is  a  fine  exliibit  in  itself. 

The  Chairman.  Yes;  you  have  paid  $100,000,000  a  year  in  divi- 
dends for  each  of  the  past  10  years,  is  that  right? 

M.r.  EcKER.  I  think  it  would  average  that.  I  haven't  looked  it 
up.  I  think  that  will  come  very  close  to  it.  We  are  paying  118 
million  this  year,  paid  over  100  in  each  of  the  last  2  years — I  will  have 
to  go  back  and  look  at  the  figures. 

The  Chairman.  That  is  another  phase  of  the  inquir5^  What  I  am 
trying  to  deteimine  now  is  3'our  point  of  view  w^th  respect  to  which 
system  is  preferable  and  why  you  think  so,  so  I  ask  you  the  question, 
speaking  out  of  your  experience.  Would  you  now  recommend  that  the 
Metropolitan  go  back  to  a  stock-ownership  company,  if  that  were 
possible? 

Mr.  Ecker.  I  would  not. 

The  Chairman.  And^hy  not? 

Mr.  Ecker.  Because  the  mutuality  with  us  has  worked  out  so 
advantageously.  W^e  have  grown  rapidly.  That  has  been  referred 
to  and  is  here  in  the  record.  I  beheve  that  growth  has  come  from  our 
having  a  progressive  management,  from  the  whole  conduct  of  our 
business  being  such  as  to  win  the  confidence  of  the  public.  I  don't 
think  these  things  are  accidental.  I  think  the  general  reputation  of  the 
company  has  been  such 

The  Chairman  (interposing).  You  say  you  don't  ttiink  they  are 
accidental.  By  that  do  you  mean  that  they  are  the  result  of  mutuali- 
zation? 
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Mr.  EcKER.  They  are  the  result  of  the  management  of  this  com- 
pany and- its  reputation  with  the  pubhc,  not  necessarily  as  a  mutual 
company,  but  as  it  exists,  and  it  has  been  a  mutual  company  since  1915. 

The  Chairman.  Holding  this  conviction  which  you  have  just  now- 
expressed,  that  mutualization  has  been  of  such  great  benefit  to  your 
policyholders 

Mr.  EcKER  (interposing).  To  ourselves. 

The  Chairman.  Yes;  to  your  policyholders,  do  you  or  do  you  not 
hold  that  out  to  prospective  clients  as  an  argument  for  the  purchase  of 
insurance  in  the  Metropolitan? 

Mr.  EcKER.  As  far  as  \vritten  instructions  are  concerned,  no.  What 
the  men  in  the  field  may  be  saying,  I  don't  know.  We  wouldn't 
object  to  it.  I  should  say  the  only  objection  we  would  have  would  be  if 
they  make  any  invidious  comparisons  with  other  companies;  that  we 
would  not  allow.  I  dare  say  the  agent  in  presenting  his  contracts  pre- 
sents every  feature  of  the  contract  of  the  Metropolitan  that  to  liim 
seems  desirable  and  under  wliich  the  reputation  of  the  company  has 
been  established,  and  under  which  we  have  grown  to  the  extent  that  we 
have  grown. 

Mr.  Gesell.  Now,  you  have  referred  to  the  fact  that  under  the 
mutual  plan  your  company  has  grown  much  larger.  As  a  matter  of 
fact,  while  you  have  been  a  responsible  officer  of  the  company,  it  has 
grown  from  about  176  million  in  assets  to  close  to  5  billion  in  assets, 
has  it  not? 

Mr.  Ecker.  Four  billion  nine  hundred  forty-two  million. 

Mr.  Gesell.  And  your  company  is  now  the  largest  in"  the  world. 
Can  you  tell  me  whether  this  growth  is,  in  your  opinion,  an  advantage 
or  a  disadvantage  to  the  policyholders? 

Mr.  Ecker.  I  beUeve  it  to  be  an  advantage. 

Mr.  Gesell.  Will  you  state  very  specifically  why  you  consider  it  to 
be  an  advantage? 

Mr.  Ecker.  W^ithin  limits  the  larger  the  volume  of  business  the 
lower  the  percentage  of  overhead.  The  larger  the  volume  of  invest- 
ments the  greater  is  the  benefit  through  diversification.  We  get, 
because  of  our  large  volume  of  investments,  an  experience  of  average 
not  unlike  the  experience  in  mortality. 

Mr.  Douglas.  From  that,  Mr.  Ecker  I  judge  you  conclude  there 
would  be  no  legitimate  ceiling  on  size. 

Mr.  Ecker.  There  hasn't  been  any  time  when  I  thought  that  was  a 
factor,  because  of  changing  conditions.  I  remember  when  $10,000 
was  almost  the  limit  that  we  felt  our  size  would  permit  us  to  put  in  any 
one  investment.  I  have  seen  that  grow  to  where  10  million  is  only 
in  the  same  proportion  that  the  $10,000  was.  This  is  a  matter  of 
increasing  the  size  of  your  units,  and  it  has  gone  along  with  the 
development  of  the  country.  In  1906,  which  you  are  speaking  of,  I  was 
curious  to  see  what  the  Government  disbursements  were  that  year, 
and  I  find  $565,000,000;  in  1937  it  was  $8,000,000,000.  These  figures 
have  a  relative  bearing  on  the  situation. 

Mr.  Douglas.  You  mean  then  that  your  company's  growth  has 
been  with  the  growth  of  the  country  and  that,  therefore,  has  been 
profitable. 

Mr.  Ecker.  Not  necessarily  with  the  growth  of  the  country.  With 
the  growth  of  business  and  enterprise  in  the  country. 
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Mr.  Douglas.  E>o  you  feel  there  is  any  limit  to  the  size  to  which  the 
Metropolitan  can  grow  safely  in  the  interest  of  its  policyholders? 

Mr.  EcKER.  I  haven't  fLxed  in  my  mind  any  place  at  which  it 
would  be  unsafe  to  continue.  If  our  business  goes  on  just  as  it  is 
now,  it  doesn't  seem  to  me  it  would  make  any  difference.  I  believe 
that  our  pohcyholders  are  better  protected  now  than  they  were 
when  we  had  the  176  miUions  of  assets,  and  in  the  same  way  I  beUeve 
we  could  continue  to  grow  and  furnish  the  same  protection. 

The  Chairman.  Why  are  they  better  protected  now,  Mr.  Ecker? 

Mr.  Ecker.  Because  of  this  tremendous  diversification.  We  have 
100,000  separate  investments.  It  is  humanly  impossible  for  any 
individual  to  have  that.  There  is  no  such  thing  as  a  riskless  rate. 
I  think  Mr.  Douglas  will  bear  me  out.  You  have  the  law  of  averages, 
and  the  wider  your  diversification,  the  more  protection  you  have. 

The  Chairman.  My  mind  goes  back  to  your  original  statement 
of  the  reason  why  you  changed  from  a  stock  company  to  a  mutual 
company.  Thinking  of  that  now,  do  you  feel  that  it  is  an  advantage 
to  the  pohcyholders  and  to  the  pubhc  that  you  have  the  mutual  plan 
in  the  light  of  this  great  size? 

Mr.  Ecker.  Yes;  I  think  it  has  a  bearing  on  that.  If  one  could 
say  that  the  dividends  to  stockholders  should  never  change,  get  down 
to  $140,000  a  year 

The  Chairman  (interposing).  How  does  the  mutual  plan  give  the 
policyholders  better  protection  than  the  other? 

Mr.  Ecker.  From  the  stock  standpoint,  probably  no  better  as 
long  as  there  was  no  change  in  those  conditions. 

The  Chairman.  You  felt  that  under  the  old  conditions  there  was 
a  possibility,  because  of  the  size,  that  those  who  were  in  charge  of  the 
management,  the  stockholders,  the  owner,  the  proprietary  interests, 
could  use  these  vast  assets  for  personal  purposes  rather  than  for  the 
benefit  of  the  pohcyholders.  Now  is  there  anything  in  the  mutual 
system  that  prevents  that  very  same  thing  now — and  I  ajn  talking 
generally,  Mr.  Ecker,  you  understand. 

Mr.  Ecker.  I  think  what  you  are  saying  is  a  httle  more  of  an 
inference  than  what  I  generally  said,  but  nevertheless  I  regard  it  as 
true  that  there  would  be  the  interest  of  the  stockholder  there  which 
would  be  of  a  different  character  than  the  interest  of  the  pohcyholder, 
and  whatever  that  interest  of  the  stockholder  might  be,  it  is  entirely 
eliminated  fand  [everything  here  is  for  the  benefit  of  the  policyholder, 
with  no  other  interest  involved. 

The  Chairman.  But  now  the  mutual  plan  safeguards  that  interest, 
does  it? 

Mr,  Ecker.  I  beheve  it  does;  yes,  sir. 

The  CfiAiRMAN.  In  what  way? 

Mr.  Ecker.  In  that  if  there  is  anything  in  the  management  that 
isn't  entirely  creditable, .  that  the  policyholder  through  his  right  to" 
vote  would  change  the  administration. 

Mr.  Gesell.  It  is  in  the  franchise  right  of  the  policyholder  then 
that  the  whole  safety  of  the  pohcyholder  in  a  mutual  company  rests? 

Mr.  Ecker.  That  is  true  except  that  I  do  feel  you  overlook  the 
fact  that  the  policyholder's  right  to  vote  is  made  available  by  reason 
of  the  supervision  of  the  State  authorities  whose  business  it  is,  and 
whose  carefulness  in  conducting  their  work  is  such  that  if  there  were 
any  abuses  that  would  bring  it  out. 
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Now,  without  the  supervision,  it  is  quite  possible  that  the  pohcy- 
holder  couldn't  have  knowledge  of  his  situation  until  it  might  be  too 
late  to  repair  it,  but  in  conjunction  with  the  supervision  we  have,  I 
feel  that  the  policholder's  having  this  franchise  right  that  you  spe-  k  of 
affords  him  protection  which  he  would  not  have  in  a  stock  company. 

The  Chairman.  And  your  statement  to  the  committee  that  the 
supervision  which  is  exercised  by  the  various  State  authorities,  and 
which  you  have  described  in  the  State  of  New  York  as  consuming 
1)2  years  out  of  every  3  years,  is  such  as  to  prevent  any  abuse  by  man- 
agement.    Is  that  your  statement? 

Mr.  EcKEE.  It  would  be  extremely  difficult  to  have  any  abuse  that 
would  not  appear  in  these  examinations. 

The  Chairman.  Do  these  examinations  go  into  matters  of  pohcy 
or  merely  to  matters  of  auditing  what  has  already  been  done? 

Mr.  EcKER.  I  think  they  go  to  every  feature  of  the  control  of  the 
business.  There  have  been  times  when  the  insurance  department  has 
been  very  definite  in  expressing  its  views  in  matters  of  pohcy,  not  only 
the  conduct  of  daily  transactions  but  of  pohcy  in  the  management  of 
business. 

The  Chairman.  Can  you  give  an  example? 

Mr.  Douglas.  Do  you  refer  to  the  character  of  the  investments? 

Mr.  EcKER.  No;  I  wasn't  speaking  of  any  investments;  they  cover 
that  as  well.  I  was  thinking  of  the  policy  of  rfianagement.  Well — 
the  msurance  department  has  quite  some  authority  under  the  law  with 
respect  to  the  payment  of  dividends;  they  have  authority  under  the 
law,  or  at  any  rate  have  assumed  it  in  the  question  of  management 
of  the  company  as  a  whole,  where,  for  instance,  in  one  department 
at  the  direction  of  the  superintendent  of  insurance  certain  practices 
were  established  that  would. prevent  waste  or  competition  of  a  charac- 
ter that  would  lead  to  waste. 

Mr.  Douglas.  I  suppose  there  might  be  included  in  that  question 
valuation  of  the  kind  Mr.  Howe  was  speaking  about  yesterday.^ 

Mr.  EcKER.  I  didn't  hear  Mr.  Howe  yesterday.  Valuation  of 
policies? 

Mr.  Douglas.  Assets. 

Mr.  EcKER.  The  insurance  department  makes  our  valuation  of 
pohcies.  They  may  value  assets  of  course  with  respect  to  the  desira- 
.  bihty  of  the  policy  we  have  in  force. 

The  Chairman.  I  wonder,  to  go  back  to  my  question,  if  5"ou  recall 
a  particular  instance  of  changing  policy  at  the  direction  of  the  super- 
vising authority  of  the  State. 

Mr.  EcKER.  Not  required  by  law? 

The  Chairman.  President  Lincoln  wants  to  make  a  suggestion. 

Mr.  EcKER.  Let  me  answer,  then  you  tell  me.  He  knows  more 
about  that  detail  than  I  do.  By  law  we  weren't  required  to  put  up 
a  certain  reserve  in  connection  with  group  insurance.  At  the  direc- 
tion of  the  department  a  different  practice  was  developed  that  fur- 
nishes further  protection  to  the  policyholder,  further  than  the  law 
requires.  The  reserves  for  disabiUt;y^  benefits  were  increased  by 
reason  of  the  requirement  of  the  insurance  department.  They 
directed  that  be  done;  it  was  not  a  requirement  of  the  statute. 

Mr.  Gesell.  Perhaps  we  can  get  at  this  problem  another  way, 
which  may  be  of  some  help.     You  had  a  question,  Dr.  Lubin? 

I  Supra,  p.  1198  et  seq. 
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Dr.  LuBiN.  Mr.  Ecker,  are  the  stock  companies  sabject  to  the 
same  supervision  by  the  insurance  commissioner  as  the  mutual 
companies  in  the  State  of  New  York. 

Mr.  Ecker.  I  understand  they  are. 

Dr.  LuBiN.  In  other  words,  then,  as  far  as  the  revelation  of  bad 
practices  is  concerned,  the  pohcyholder  in  the  stock  company  has  the 
same  protection  as  the  stockholder  in  the  mutual  company. 

Mr.  Ecker.  So  far  as  publicity  is  concerned,  yes;  but  he  may  not 
have  the  right  to  put  out  a  board  of  directors  and  elect  another  board 
In  the  mutual  company  he  has. 

Mr.  Gesell.  Well  now,  has  this  growth  of  your  company  been 
encouraged  by  the  management  of  the  company? 

Mr.  Ecker.  The  growth  of  the  business  encouraged  by  the  manage- 
ment?    Yes;  we  have  had  a  progressive  management  for  years. 

Mr.  Gesell.  That  was  not  my  question,  Mr.  Ecker.  The  question 
was  whether  you  had  encouraged  the  growth  of  your  company  through 
the  writing  of  new  business. 

Mr.  Ecker.  I  think  I  answered  that.  We  have  a  very  progressive 
management  and  have  had  it  for  years. 

Mr.  Gesell.  My  question  is  not  whether  it  is  a  progressive  thing 
to  do  to  get  larger,  but  rather  whether  you  have  definitely  encouraged, 
as  part  of  your  management  policy,  the  writing  of  new  business,  year 
in  and  year  out. 

Mr.  Ecker.  I  don't  see  how  you  could  take  it  out  of  the  business. 
It  is  inherent  in  it.  A  man's  compensation  as  an  agent  depends  upon 
his  writing. 

Mr.  Gesell.  And  who  fixes  that  compensation? 

Mr.  Ecker.  First  of  all  it  is  fixed  by  section  97  of  the  law,  under 
which  you  can't  go  beyond  certain  expenditures. 

Mr.  Gesell.  Does  "section  97  say  that  you  must  pay  a  commission 
to  a  salesman  for  the  amount  of  new  business  which  he  writes  each 
day,  each  year,  and  each  month? 

Mr.  Ecker.  If  says  that  there  is  a  limit  there  of  what  you  might 
pay. 

Mr.  Gesell.  There  is  no  mandatory  provision  in  the  New  York 
law  that  you  must  pay  a  man  for  new  business  written? 

Mr.  Ecker.  There  is  no  mandatory  provision  to  make  the  payment, 
but  there  is  a  mandatory  provision  that  you  can't  pay  beyond  the 
limits  fixed  by  that  provision  of  the  law. 

Mr.  Gesell.  Isn't  it  a  fact  that  your  whole  method  of  compensa- 
tion encourages  the  writing  of  new  business? 

Mr.  Ecker.  Yes;  that  is  inherent  in  the  insurance  bushiess.  In- 
surance agents  are  paid  on  the  basis  of  their  production — a  commis- 
sion on  the  premiums  on  the  new  business. 

The  Chairman.  To  put  it  in  another  way,  the  management  of  the 
Metropohtan  has  never  come  to  the  conclusion  that  the  company 
was  large  enough,  and  should  stop  growing? 

Mr.  Ecker.  It  never  has,  Mr.  Chairman,  and  that  would  result  m 
our  going  out  of  business.  You  can't  stand  still.  You  either  go 
forward  or  you  go  backward.  You  have  an  oi'ganization  in  the  field 
who  arc  depending  for  a  livelihood  upon  their  writing  of  life  insurance. 
If  you  tell  them  to  stop  writhig  they  will  go  to  a  company  M-here  they 
v.-iil  get  ])ai(l,  and  that  whole  organization  will  disintegrate, 

T]xo,  Chmkman.  So  you  naturally  encourage  the  writing  of  more 
insurance. 
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Mr.  EcKER.  I  tried  to  say  it  was  inherent  in  the  business,  and  I 
don't  see  how  you  can  take  it  out  of  it. 

Mr.  Douglas.  And,  Mr.  Ecker,  you  have  not  adopted  any  poUcy 
of  restricting  the  maximum  amount  of  new  business  you  will  write  in 
any  one  year,  such  as  was  recommended  in  the  Hughes  report? 

Mr.  Ecker.  There  was  a  time  when  we  were  required  by  law  to 
limit  our  business,  and  I  have  a  recollection  that  in  2  years  we  had  to 
stop  writing  business  because  we  were  so  close  to  the  limit  that  there 
was  danger  of  violating  the  law,  and  I  recall  now  that  on  one  of  those 
occasions  we  had  to  say,  "We  will  take  your  application  and  issue  it 
next  year."  It  would  have  been  unfortunate  if  there  hadn't  been  a 
change  in  the  law  that  permitted  us  to  increase  the  amount  of  writmg. 

Mr.  Douglas.  But  that  ceiling  in  the  law  was  taken  off  as  respects 
new  business? 

Mr.  Ecker.  It  was  taken  off  as  it  was  planned  in  the  beginning, 
that  it  would  relate  to  the  economy  of  conducting  the  business.  As 
I  understand,  and  I  was  there,  the  conclusion  of  the  Armstrong  com- 
mittee was  that  it  was  a  question  of  expense,  that  in  the  desire  to  get 
business  the  companies  were  wasteful  in  the  commissions  they  paid 
for  writing  new  business,  and  those  statutes  were  directed  against 
stopping  that  wastefulness, 

Mr.  Douglas.  You  don't  think  that  condition  exists  today? 

Mr.  Ecker.  You  mean  that  section  97  is  too  Kberal? 

Mr.  Douglas.  That  that  wastefulness,  as  you  characterize  it,  no 
longer  exists? 

Mr.  Ecker.  It  is  controlled  definitely  by  the  statute  now. 

The  Chairman.  Mr.  Ecker,  in  making  these  distributions  of  divi- 
dends to  your  policyholders,  which  you  tell  us  have  amounted  to 
about  $100,000,000  a  year  for  the  past  10  years,  do  you  have  a  policy 
with  respect  to  the  proportion  of  the  earnings  which  are  to  be 
distributed  in  dividends,  a  fixed  poUcy? 

Mr.  Ecker.  No. 

The  Chairman.  How  do  you  determine,  each  year,  how  do  the 
directors  determine  each  year,  how  much  they  are  going  to  distribute 
in  dividends? 

Mr.  Ecker.  Each  year,  when  it  is  determined  how  much  our  sav- 
ings are  and  how  much  we  have  accumulated  in  what  might  be  termed 
"profits,"  the  Board  determines,  according  to  the  general  economic  con- 
ditions, I  would  say,  how  much  should  be  added  to  our  surplus  with 
respect  to  economic  conditions,  with  respect  to  the  size  of  the  com- 
pany, and  with  respect  to  our  obligations  and  liabilities  under  the 
policies  outstanding. 

In  other  words,  when  29  mOHons  of  dollars  seemed  ample  surplus 
for  500  milhons  of  assets  and  3  bilhons  of  insurance,  311  millions  is 
relatively,  in  the  judgment  of  the  board,  about  the  figure  that  it 
should  be  for  the  year  v/ith  insurance  in  force  of  22  billions. 

The  Chairman.  I  can  see  how  you  might  come  to  that  conclusion. 
What  I  am  trying  to  find 

Mr.  Ecker  (interposing).  Maybe  I  am  answering  it  now. 

The  Chairman.  All  right,  sir. 

Mr.  Ecker.  Conditions  obtaining  at  the  time  are  very  important. 
There  are  many  factors  that  we  take  into  consideration.  We  have 
been  paying  liividends  for  a  good  many  years  on  a  certain  class  of 
policies.     Is  it  desirable  to  reduce  those  dividends,  to  reduce  the 
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scale?  It  isn't  possible  to  fix  any  proportion  in  the  .way  of  a  per- 
centage, because  of  these  other  factors  that  are  involved.  In  one 
year,  in  the  year  1937,  we' actually  reduced  our  surplus  instead  of 
adding  to  it.  These  other  factors  taken  into  consideration,  the 
money  we  had  in  certain  special  reserves,  viewing  the  picture  as  a 
whole,  it  seemed  in  the  judgment  of  the  board  that  we  could  that 
year  make  a  distribution  that  didn't  increase  our  surplus  at  all. 
There  are  many  factors. 

The  Chairman.  Was  that  an  unusual  case? 

Mr.  EcKER.  That  was  quite  an  unusual  case;  yes. 

The  Chairman.  During  the  past  10  years  could  you' tell  the  com^ 
mittee  approximately  how  much  has  been  added  to  surplus,  while 
you  have  been  paying  $100,000,000  a  year? 

Mr.  EcKER.  Our  surplus  this  last  year  was  reported  at  $313,000,000. 
That  includes  our  general  voluntary  reserve,  which  should  be  added 
to  surplus.  Now  we  go  back  to  December  31,  1928,  and  our  surplus 
was  $160,000,000,  so  that  we  have  added  the  difference  between  160 
and  313. 

The  Chairman.  That  is  $153,000,000. 

Mr.  EcKER.  Yes. 

The  Chairman.  Now,  if  it  were  decided  to  put  a  ceihng  to  the 
growth  of  such  a  corporation,  it  could  be  done  in  one  of  two  ways, 
could  it  not;  first,  by  adopting  a  policy  of  not  writing  any  more 
insurance,  which  you  found  an  undesirable  policy 

Mr.  EcKER  (interposing).  Utterly  tiestructive  to  the  business. 

The  Chairman.  And  which  brought  about  the  changing  of  the  law; 
or  you  could  adopt  a  policy  whereby  at  a  certain  point  there  should 
be  no  more  additions  to  surplus.  That  would  be  feasible  and  a  prac- 
tical way. 

Mr.  EcKER.  It  mig'ht  be,  but  I  think  it  would  be  a  dangerous  way, 
for  example  let  us  consider  mortality  experience.  We  usually  run 
along  with  an  ex-perience  that  doesn't  vary  materially  from  year  to 
year  in  mortality.  In  the  year  1918  the  companies  experierccd 
about  170  percent  of  normal  mortality.  We  had  a  pandemic.  We 
may  never  have  it  again,  but  the  Lord  only  knows.  In  the  matter 
of  interest,  which  figures  so  largely  in  the  question  you  now  have  in 
mind,  our  average  rate  was  well  over  5  percent.  It  is  down,  now,  to 
well 

The  Chairman  (interposing).  I  have  been  tremendously  interested 
in  this  original  statement  of  yours,  that  because  of  the_accumulation 
of  the  assets  and  Ihe  funds  the  managers  of  your  company  decided 
upon  a  certain  change  in  the  interest  of  policyholders.  Now,  if  accu- 
mulation of  assets  and  funds,  namely,  if  the  size  of  the  corporation, 
prompted  ^^ou  years  ago  to  change  the  policy  of  the  company,  the 
question  that  keeps  repeating  itself  in  my  mind  is  whether,  when  com- 
panies have  grown  to  such  tremendous  size  as  was  described  b.cre  yes- 
terday and  as  you  have  described,  there  should  not,  for  the  srme 
reasons,  be  suggested  similar  remedies  now,  to  protect  the  policy- 
holders and  the  public. 

Mr.  EcKER.  We  have  a  ceiling  with  respect  to  surplus,  that  you 
spoke  of,  in  the  law.  We  are  not  allowed  to  have  more  than  10  per- 
cent surplus. 

The  Chairman.  And  as  your  surplus  grows,  as  you  add  $153,000,000 
in  10  years,  that  naturally  multiplies  itself.     Money  bege(s  money; 
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we  all  Imow  that.  Accumulations  cause  new  accumulations,  and  as 
accumulations  take  place  they  have  an  inevitable  effect  altogether 
independent  of  management  or  integrity  or  even  abuses  or  violations 
of  the  law;  they  have  an  altogether  direct  effect  upon  public  interest. 
We  all  know  that  from  experience. 

Mr.  EcKER.  Without  a  question. 

Mr.  Gesell.  I  have  a  line  of  questioning  which  I  think  will  assist 
the  committee  on  this  problem. 

The  Chairman.  I  apologize  to  the  counsel  for  interrupting. 

Mr.  Gesell.  I  would  like  to  get  some  facts  into  the  record  that  I 
think  will  be  of  assistance  to  you. 

Mr.  EcKER.  There  is  something  that  I  would  like  to  say  with  ref- 
erence to  the  operation  of  the  companies  under  the  Armstrong  laws, 
and  maybe  you  have  many  more  questions  to  ask  me,  and  I  would 
like  the  privilege  of  keeping  that  in  mind. 

Mr.  Gesell.  I  want  to  ask  you  this  question,  Mr.  Ecker.  Does 
this  acquisition  of  new  business  result  in  an  immediate  gain  to  your 
company? 

Mr.  Ecker.  You  mean  gain  in  assets? 

Mr.  Gesell.  I  am  always  thinking  of  your  company  in  terms  of 
policyholders.  Is  it  to  the  advantage  of  the  policyholders  when  this 
acquisition  of  new  business  is  made,  as  soon  as  it  is  on  the  books? 

Mr.  Ecker.  I  believe  policyholders  have  been  influenced  by  the 
size  and  strength  of  the  company,  so  that  it  is  a  rather  intangible 
benefit  to  them. 

The  immediate  improvement  in  the  financial  part  of  the  business 
is  on  the  negative  side.  It  costs  money  to  put  new  business  on  the 
books  on  account  of  the  reserves  set  up.  That  is  rapidly  made  up 
as  the  business  stays. 

Mr.  Gesell.  Now,  let's  see  about  that.  Isn't  it  a  fact  that,  taken 
as  a  whole,  the  new  business  issued  b}^  the  Tvletropolitan  results  in  an 
initial  loss  to  the  company?  That  is  to  say,  does  not  the  sum  of  the 
expenses  incurred  on  such  new  issues  during  the  first  policy  year 

Mr.  Ecker  (interposing).  Exceed  the  premium. 

Mr.  Gesel^l.  The  claims  incurred  on  such  business  and  all  other 
expenses,  exceed  the  gross  premium? 

Mr.  Ecker.  I  have  said  so;  I  have  said  that  it  did. 

Mr.  Gesell.  Now  is  it  only  for  the  first  year  or  isn't  it  a  fact  that 
the  business  must  have  been  on  the  books  quite  a  while? 

Mr.  Ecker.  It  depends  on  the  form  of  contract.  The  actuary 
would  make  that  exhibit  for  you  and  he  would  show  you  in  some  classes 
of  policies  it  may  be  some  time  before  the  experience  of  the  issue  of 
that  year  is  out  of  the  red,  as  it  were.  Some  other  form  of  policy 
may  get  into  the  black  the  next  3'^ear. 

Mr.  Gesell.  Taking  first  your  industrial  department,  I  have  here 
some  figures  contained  on  page  47  of  the  Report  of  the  State  of  New 
York  Insurance  Department,  which  would  indicate  that  there  is  a 
loss  in  the  first  year,  taken  as  of  Decem.ber  31,  1936,  of  some  233 
percent  of  the  reserves. 

iVlr.  Ecker.  I  haven't  those  figures,  but  I  would  accept  them,  of 
course. 

Mr.  Gesell.  And  tliat  in  some  types  of  weekly  premium  business 
almost  4  years  elapse  before  that  loss  is  made  up? 

Mr.  Ecker.  That  may  be. 
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Mr.  Gesell.  And  then  in  your  ordinary  department  iliere  are  some 
types  of  3>2  percent  business  which  I  think  takes  6  years  before  that 
cost  is  made  up. 

Mr.  EcKER.  Our  insurance  exhibits  are  accurate  in  that  respect,  yes. 

Mr.  Gesell.  I  woukl  hke  an  opportunity  to  elaborate  on  tliis. 

Mr.  EcKER.  Very  well,  p;o  ahead. 

Mr.  Gesell.  If  you  take,  then,  any  group  of  persons  who  become 
policyholders  in  the  company  at  the  san^e  time,  is  it  not  a  fact  that 
that  group  of  policyholders  who  lapse  their  policy  before  that  entire 
loss  incurred  by  the  class  of  which  he  was  a  member  has  been  fully 
Hquidated  has  not  borne  his  respective  share  of  the  loss  contributed  by 
the  class  of  which  he  was  a  member? 

Mr.  EcKER.  May  I  ask  that  the  question  be  repeated? 

(The  question  was  read.) 

Mr.  EcKER.  I  would  like  the  actuary  to  answer  that.  He  is  here. 
The  answer  is  no. 

Mr.  Gesell.  It  isn't  a  question  of  reserves  at  all. 

Mr.  EcKER.  Yes,  it  is;  but  when  he  surrenders  his  policy,  you 
asked  me  if  he  had  suffered  some  loss  because  there  has  been  a  charge 
made  to  put  that  business  on  the  books. 

Mr.  Gesell.  No;  I  am  talking  about  the  company.  ^Miat  happens 
is  that  you  take  money  out  of  surplus  to  build  up  a  rfeserve  which  is 
required  against  that  business.  As  a  result  the  company  has  lost 
money,  has  it  not? 

Mr.  EcKER.  Now,  listen,  if  it  were  true  that  every  dollar  of  insur- 
ance that  was  written  was  written  with  that  in  mind  there  wouldn't  be 
any  written,  there  couldn't  be;  it  is  all  involved  in  whether  the  insti- 
tution of  insurance  is  a  service  and  whether  we  shall  continue  to  per- 
form that  service.  It  isn't  possible  to  write  insurance  without  any 
expense  of  acquisition,  and  if  you  proceed  on  the  theory  that  no 
expense  should  be  incurred  in  writing  new  business  you  would  never 
write  any,  you  wouldn't  have  any  policyholders,  there  wouldn't  b^ 
any  in  this  dass  that  the  examiner  is  asking  about.     Isn't  that  true? 

Mr.  Douglas.  I  don't  think,  Mr.  Ecker,  that  the  line  of  questioning 
here  is  designed  to  attack  the  fundamentals  of  insurance.  It  is 
merely  to  get  at  the  facts  as  to  who  bears  the  cost  in  case  of  lapses. 

Mr.  Ecker.  It  is  appurent  that  the  first  year's  business  costs  more 
to  put  on  the  books  than  is  received  in  the  premium.  If  that  is  the 
question  there  isn't  any  doubt  about  it. 

The  Chairman.  T  think  perhaps  the  witness  is  disturbed  by  the 
inference  which  might  possibly  be  drawn  from  the  word  "loss"  and  I 
don't  believe  that  the  examiner  intends  it  in  the  manner  in  which  the 
witness  makes  the  inference. 

Mr.  Gesell.  I  do  mean  to  state  that  in  the  acquisition  of  new 
business  there  is  a  definite  and  irretrievable  and  absolute  loss  to  the 
policyholders  who  were  in  the  business  before  that  new  business  was 
written. 

Mr.  Ecker.  It  is  not  irretrievable,  because  you  have  just  said  that 
it  is  made  up  in  subsequent  years  of  that  experience  with  that  business. 

The  Chairman.  If  I  were  to  say  that  new  business  is  written  at  an 
expense  you  would  not  object  to  that  statement. 

Mr.  Ecker.  No;  I  have  stated  it  costs  more. 

The  Chairman.  In  other  words,  you  don't  make  a  profit  for  the 
policyholders  and  the  company  from  the  very  moment  that  new  busi- 
ness is  written. 
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Mr.  EcKER.  That  is  correct. 

The  Chairman.  And  in  the  sense  that  it  is  an  expense  it  is  a  loss. 

Mr.  EcKER.  It  is  an  acquisition  expense  that  is  inherent  in  the 
business. 

The  Chairman.  But  it  may  be  recovered  later  on. 

Mr.  EcKER.  It  is  an  expense  actually  recovered  later  on. 

Mr.  Arnold.  May  I  clarify  this  in  my  own  mind?  Without 
regard  to  the  general  policies  of  the  insurance  business,  but  confining 
ourselves  to  this  particular  question,  is  it  correct  to  say  that  the  exist- 
ing policyholders  would  gain  if  no  new  business  were  written? 

Mr.  EcKER.  Are  you  asking  me  if  we  stop  writing  business 

Mr.  Arnold  (interposing).  I  am  not  asking  you  anything  about 
whether  it  should  be  your  policy  to  write  new  business  or  whether 
the  country  needs  new  business.  Leaving  those  aside  for  the  moment, 
is  it  a  fact  that  the  existing  policyholders  in  a  company  would  gain 
if  no  new  business  were  written? 

Mr.  EcKER.  If  from  heaven  or  some  other  place  all  the  expense  of 
conducting  a  business  and  looking  after  the  affairs  were  provided,  or 
provided  in  some  manner  or  other,  3'^es. 

Mr.  Arnold.  That  is  provided  by  reserve. 

Mr.  EcKER.  But  always  temporarily,  sir.  Take  this  question  you 
are  speaking  of.  If  a  man  lapses  his  policy  in  the  first  year  it  would  be 
just  against  the  reserves  that  have  been  put  up.  That  is  why  that 
business  costs  us  money.  We  get  the  money  in  the  premium  but  we  are 
required  by  law  to  set  up  a  reserve  for  which  the  premium  has  pro- 
vided. If  he  lapses  immediately  he  doesn't  get  that  reserve.  Isn't 
that  right?  [Turning  to  Mr.'  Bassford,  the  actuary.}  So  there 
hasn'trbeen  any  loss  in  that  respect  to  the  existing  policyholders. 

Mr.  Gesell.  That  man  has  gotten  his  insurance  for  the  period 
before  he  drops  out  of  the  company  at  a  cost  less  than  he  would  have 
gotten  it  otherwise,  and  the  difference  is  made  up  by  money  taken 
from  the  policyholders  who  are  already  in  the  business. 

Mr.  EcKER.  I  think  that  is  only  true  in  the  respect  of  our  having 
to  put  up  the  reserve.  If  the  reserve  wasn't  put  up  against  his  insur- 
ance, there  would  be  no  transaction  in  red  on  our  books. 

Mr.  Gesell.  With  respect  to  this  matter,  Mr.  Ecker,  is  there  sonie- 
one  on  the  staff  of  your  company  who  can  prepare  us  a  schedule  with 
respect  to  these  matters  and  present  it  to  us? 

Mr.  Ecker.  Yes;  specifically  if  you  will  give  us  what  you  want 
we  can  do  it,  but  I  think  the  committee  would  be  interested  in  this 
part  of  the  Armstrong  report  to  which  you  have  referred. 

The  committee  believes  that  the  following  is  a  proper  standard  for  reasonable 
and  profitable  expenditure  for  new  business,  viz:  That  the  expense  of  new  business 
should  not  exceed  the  loading  on  first  year's  premiums  plus  the  present  value  of 
the  mortality  savings  on  a  conservative  basis  for  5  years  after  admission.  These 
two  items  arise  directly  from  the  new  business.  Were  there  no  new  business, 
neither  the  loading  on  new  premiums  nor  these  mortality  gains  would  be  realized. 
It  costs  the  other  policyholders  nothing  to  permit  them  to  be  used  in  this  way, 
and  if  the  cost  of  new  business  is  kept  within  these  limits,  both  old  and  new  policy- 
holders are  the  gainers. 

I  hadn't  read  that,  but  that  is  definitely  an  opinion  expressed  with 
the  thought  that  I  had  in  mind. 

Mr.  Douglas.  At  the  same  time  that  committee  did  give  certain 
recommendations  for  a  ceiling  on  new  business  per  year,  did  it  not? 

Mr.  Ecker.  They   did,   but   promptly   changed   it   as   conditions 
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changed,  and  as  a  matter  of  fact  Mr.  Hughes,  Governor  Hughes,  or 
Judge  Hughes,  who  drew  those  statutes  in  the  beginning,  was  then 
Governor  and  signed  the  bill  that  amended  it.  However,  it  was 
followed  through  by  the  same  thoughtful  intelligence  that  proposed  it. 

Mr.  Arnold.  To  clarify  my 

Mr.  EcKER  (interposing),  t  wonder  whether  it  would  be  appropri- 
ate at  this  point  to  call  your  attention  to  what  Judge  Hughes  said 
about  this,  following  20  years  later.  I  don't  Imow  whether  your 
attention  has  been  called  to  this,  but  he  made  an  address  before  the 
Association  of  Life  Insurance  Presidents,  the  very  opening  sentence 
of  which  was: 

In  appearing  before  you  today,  it  seems  to  me  like  the  fulfillment  of  a  dream 
and  the  justification  of  a  faith  of  twenty  years  ago. 

Some  of  the  things  that  we  have  been  discussing  are  in  this  at  some 
length.     Would  it  bore  you  if  I  were  to  just  read  a  sentence  or  two? 

The  Chairman.  I  assure  you  Judge  Hughes  never  bores. 

Mr.  EcKER.  I  mean  would  I  bore  you. 

Dr.  LuBiN.  May  I  ask  the  date  of  that? 

Air.  Chairman.  Please  give  the  date. 

Mr.  EcKER.  December  9,  1926,  20  years  after  he  drew  these 
statutes.     I  have  quoted  his  opening  remarks. 

The  Chairman.  A  little  over  12  years  ago. 

Mr.  EcKER.  Yes;  but  he  says: 

But  the  lesson  taught  by  your  success  is  that  cooperation  must  have  expert 
direction.  It  is  well  that  policyholders  should  have  the  opportunity  to  correct  im- 
proper management,  and  their  power  though  latent  must  Idc  real;  they  must  have 
the  final  control.  But  if  thej^  undertook  to  manage  affairs  directly,  they  would 
make  a  mess  of  it.  How  to  obtain  the  safeguard  of  ultimate  control  by  those 
whose  interests  are  at  stake,  and  the  continuitj'  and  efficiency  of  expert  manage- 
ment, without  the  intrusions  and  insincerities  of  politics  or  the  fantasies  of 
dreamers,  that  is  the  great  problem.  It  has  been  solved  to  a  gratifying  degree 
in  your  case.  It  could  not  have  been  so  successfully  solved  if  respect  for  the 
fiduciary  obligation  of  officers  and  directors  had  not  been  maintained.  The 
members  of  your  companies  are  so  numerous,  so  scattered,  so  helpless  individually, 
that  while  the  insurance  company  is  not  technically  a  trustee  it  is  practically  the 
highest  form  of  trusteeship.  You  represent  trust  and  service.  The  vast  ac- 
cumulations in  your  care,  and  your  reports  as  to  your  dealings  with  them,  testify 
to  trust  protected  and  service  performed,  and  what  higher  satisfaction  can  there 
be  than  the  consciousness  of  that? 

There  is  more  of  the  same  thing,  but  this  likewise  bears  on  it. 

From  the  millions  of  policyholders  you  would  get  strong  criticism  if  you  were 
remiss,  but  you  are  also  assured  of  powerful  support  against  mischievous  assaults 
upon  management  which  they  recognize  to  be  conducted  in  their  interest.  We 
have  a  fortunate  balance,  mutual  undertakings  under  competent  direction,  with 
confidence  in  the  integrity  of  management  and  a  wholesome  public  supervision 
which  is  now  as  little  menaced  by  political  interference  as  any  great  public  under- 
taking in  democracy  can  well  hope  to  be. 

The  Chairman.  Mr.  Ecker,  that  is  tremendously  interesting,  and 
I  am  sure  we  all  are  moved  by  the  same  idea.  As  a  matter  of  fact, 
as  T  listened  to  you  read  what  Justice  Hughes  had  to  say  about  the 
mutual  undertaking  and  the  desirability  of  competent  management 
and  the  desirability  of  building  up  confidence  in  that  management, 
his  disci'ssion  about  the  great  number  of  persons  involved,  how  they 
are  scattered  all  over  the  coimtry,  and  how  they  are  helpless,  if  I 
remember  the  word  which  you  just  read,  I  am  moved  to  draw  the 
comparison  between  what  he  v/as  talking  about  and  what  this  com- 
mittee is  trying  to  do.  The  Metropolitan  Insurance  Co.  changed  its 
form  because  as  its  size  grew  and  the  policyholders  grew  aiul  the 
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accumulations  grew  it  came  to  the  conclusion  that  in  the  interest  of 
those  policyholders,  who  were  numerous  and  scattered  and  helpless, 
some  new  policy  had  to  be  evolved.  Now  we  are  impressed  with  the 
fact  that  the  population  of  the  United  States,  numerous  and  scattered 
and  helpless,  under  the  present  management  not  of  insurance  com- 
panies alone,  but  of  all  business  and  of  all  industry  and  of  Govern- 
ment also,  need  concentrated  attention  of  patriotic  citizens  to  develop 
the  same  sort  of  a  cure  in  this  larger  field  which  was  developed  as  a 
result  of  the  insurance  investigation  of  1906. 

Mr.  EcKER.  Well,  we  have  been  very  cooperative.  I  believe,  ex- 
pressing a  personal  opinioii,  that  extreme  publicity  is  one  of  thp  great 
cures,  or  preventions,  rather,  for  abuses  in  a  business,  and  our  business 
is  a  fine  example  of  that.  Every  transaction  of  ours  is  put  before  the 
public,  as  it  were,  in  our  reports  to  the  insurance  departments.  We 
have  a  volume  of  printed  pages  of  some  three  hundred  pages  that 
contains  information  about  the  transactions  of  the  company,  and 
then  we  have  this  examination,  and  extreme  publicity  is  given  to  all 
of  the  affairs  of  the  hfe  insurance  business.  If  that  were  true  of  every 
industry  in  the  country  I  believe  there  wouldn't  be  an  opportunity 
for  any  abuses. 

The  Chairman.  Since  you  approve  of  publicity,  then,  of  course, 
you  are  giving  your  benediction  to  this  inquiry. 

Mr.  EcKER.  I  am  cooperating  with  it  in  every  -y^^ay  possible.  There 
has  been  no  resistance  on  my  part  or  on  the  part  of  anybody  connected 
with  the  Metropolitan. 

The  Chairman.  Chairman  Douglas  made  that  statement  at  the 
opening,  and  he  assured  me  all  through  the  inquiry  that  the  officers 
not  only  of  the  Metropolitan  but  of  all  the  insurance  companies  were 
cooperating  in  a  very  satisfactory  manner. 

Mr.  Gesell.  Now  let's  get  back  to  the  subject  of  size. 

Mr.  EcKER.  It  is  a  large  subject. 

Mr.  Gesell,  You  are  familiar  with  Best's  Life  Insurance  Reports, 
are  you  not? 

Mr.  EcKER.  Oh,  yes. 

Mr.  Gesell.  Are  you  familiar  with  the  computations  which  those 
reports  make  of  the  expense  ratios  of  total  insurance  expense  per 
$1,000  of  insurance  written  and  paid  for? 

Mr.  EcKER.  Not  in  the  sense  that  I  would  like  to  discuss  it;  no. 
It  is  only  in  a  general  way  I  have  loiowledge  of  it.  I  would  be  glad 
to  have  our  actuaries  deal  with  that  question. 

Mr.  Gesell.  Best's  Life  Insurance  Reports  are  recognized  by  the 
industry  as  a  source  to  refer  to  for  all  kinds  of  pertinent  information 
are  they  not? 

Mr.  EcKER.  I  understand  on  some  points  they  are  not. 

Mr.  Gesell.  Are  they  or  aren't  the}^  on  the  question  of  expense  ratios? 

Mr.  EcKER.  I  understand  they  are  not. 

Mr.  Gesell.  Has  anyone  else  ever  made  a  study  of  expense  ratios 
other  than  the  Best  Life  Insurance  Reports  that  you  know  of? 

Mr.  EcKER.  I  don't  know  of  any. 

Mr.  Gesell.  And  isn't  it  a  fact-  that  in  the  preparation  of  these 
expense  ratios  with  respect  to  your  company,  your  actuaries  and 
other  employees  of  the  Metropolitan  are  in  constant  consultation  with 
officials  of  Best,  and  efforts  are  being  made  to  work  out  ratios  which 
properly  take  into  account  difTerent  types  and  different  forms  of 
insurance  Avritten? 
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Mr.  EcKER.  My  actuary  is  here,  and  he  says  no. 

Mr.  John  L.  O'Brian.  Mr.  Gesell,  we  will  be  very  glad  to  place  our 
actuaries  at  your  disposal  for  questioning  on  this  subject,  with  which 
they  are  entirely  familiar. 

Mr.  Gesell.  Do  I  understand  that  Mr.  Ecker  is  not  familiar  with 
the  question  of  whether  expense  ratio  on  a  thousand  dollars  of  insur- 
ance has  risen  or  declined  in  the  last  few  years? 

Mr.  Ecker.  Beyond  the  fact  that  I  know  they  are  there,  I  am  not. 
Nor  am  I  acquainted  with  these  computations  in  our  office  and  the 
attempts  on  the  part  of  Best  to  get  from  us  any  confirmations  of  the 
figures  that  lie  uses,  but  our  actuaries  are  here  and  they  would  answer 
that. 

Mr.  Gesell.  Let  me  ask  you  this  question.  Has  your  company 
ever  made  a  study  to  determine  whether  the  expenses  are  rising  or 
declining  with  respect  to  the  writing  of  $1,000  of  insurance,  the 
carrying  of  $1,000? 

Mr.  Ecker.  The  actuary  is  here.     We  have  made  studies? 

Mr.  H.  R.  Bassford.  We  continually  make  studies. 

Mr.  Ecker.  From  day  to  day.  It  wouldn't  be  otherwise.  It 
isn't  a  question  of  making  studies;  it  is  a  question  of  experience  and 
the  record  of  the  busmess. 

The  Chairman.  Mr.  Actuary,  you  were  about  to  make  a  remark. 

Mr.  Bassford.  I  was  remarking  that  we  have  criticized  the  very 
figure  that  he  is  quoting  from  Best's  analysis  because  it  is  not  a  fair 
statement  of  expenses,  a  fair  comparison  of  expenses. 

Mr.  Gesell.  I  haven't  quoted  any  expense  ratio  for  the  record.. 
I  was  trying  to  find  out. 

Mr.  Bassford.  You  quoted  a  method. 

Mr.  Gesell.  He  should  be  sworn,  Mr.  Chairman,  if  he  is  going  to 
testify. 

The  Chairman.  Let  me  say  that  everybody  here  is  tremendously 
interested  and  it  is  only  natural  that  there  should  be  this  intervention 
from  time  to  time. 

Mr.  O'Brian.  I  think  the  lawyer  started  it. 

Mr.  Gesell.  Mr.  Ecker,  have  you  made  any  studies  of  this  problem 
of  expense  within  your  own  company? 

Mr.  Ecker.  I  think  Mr.  Bassford  answered  the  question  to  the 
extent  to  wliich  we  have  made  a  study  of  expense.  I  say  we  must 
necessarily  in  the  record  of  experience  .of  the  business  know  of  the 
expense. 

Mr.  Gesell.  Let  me  put  it  this  way.  As  chairman  of  the  board  of 
directors  of  the  Metropolitan  Life  Insurance  Co.,  are  you  not  in  a 
position  to  tell  me  now  whether  it  has  been  advantageous  or  dis- 
advantageous from  the  point  of  view  of  expense  for  your  company  to 
grow  in  size?  I  think  that  is  a  fair  question  and  doesn't  need  the 
actuarial  assistance. 

Mr.  Ecker.  I  would  refer  the  question  to  the  actuary,  however, 
because  it  should  be  supported  by  actuarial  calculations. 

Mr.  Gesell.  Is  tliis  matter  of  growth  of  your  company  and  the 
writing  of  new  business  a  matter  of  pohcy  determined  by  the  board 
of  directors  of  the  company  as  the  representatives  of  the  policyholders? 

Mr.  Ecker.  Yes,  buty- — 

Mr.  Gesell  (interposing).  Have  you  considered  the  question  of 
expense  in  your  board  mectnig? 
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Mr.  EcKER.  Why,  we  must  inevitably  consider  it.  We  review  all 
the  matters  that  come  before  the  board  wliich  are  matters  of  policy. 

Mr.  Gesell.  Do  j^ou  recall  the  consideration  that  you  had  with 
respect  to  the  matter  of  expense  in  the  figures  you  had  before  you? 

Mr.  EcKER.  If  you  are  asking  of  a  specific  instance,  no;  but  it  is  all 
involved  in  the  policy  of  the  company,  and  that  is  the  only  way  that 
I  can  answer  that  question.  Are  we  going  to  continue  in  business,  or 
are  we  going  out  of  business?  There  are  certain  expenses  that  are 
inherent  in  the  life  insurance  business,  to  which  we  have  referred  and 
I  understand  you  agreed,  and  if  we  say  that  we  can't  incur  those 
expenses  that  means  we  stop  writing  insurance,  so  that  the  pohcy  of 
the  company  to  continue  its  existence,  to  continue  the  prosecution  of 
its  business,  it  seems  to  me,  is  the  answer  to  your  question. 

Mr.  Gesell.  No;  my  question  is  whether  the  board  of  directors  of 
the  Metropolitan,  since  you  have  been  a  member  of  that  board,  has 
ever  considered  tliis  question  of  expense  and  determined  the  amount  of 
new  insurance  which  should  be  written  as  a  matter  of  company  policy. 

Mr.  EcKER.  Only  with  respect,  as  I  have  stated,  to  whether  we  will 
continue  to  wTite  insurance  or  not. 

Mr.  Gesell.  It  is  just  will  you  or  won't  you,  and  not  a  matter  of 
degree  or  amount. 

Mr.  EcKER..  I  can  make  no  other  answer  than  that  wluch  I  have 
intended  to  give,  which  is  that  there  has  never  been  a  time  when  the 
board  of  directors  has  considered  it  was  desirable  to  stop  writing 
business. 

Mr.  Gesell.  Have  you  any  figures  with  respect  to  that  question 
in  your  head?  Is  that  problem  one  the  board  has  been  consideling 
even  informally? 

Mr.  EcKER.  I  have  no  figures  in  my  head.  I  would  ask  the  actuary 
for  figures. 

Mr.  Douglas.  Have  specific  figures  on  this  point  been  presented  to 
the  board  from  t  me  to  time? 

Mr.  EcKER.  Presented  in  the  summing  up  of  the  business  of  the 
year,  and  the  recommendations  of  the  actuaries  with  respect  to  the 
distribution  of  savings.  All  of  these  formulas  are  presented  to  the 
board  which  makes  the  picturer-of  the  company's  conditions  and  situ- 
ation, but  if  you  say,  has  something  in  Best's  report  compared  with 
the  expenses  of  our  company  and  other  companies  been  presented  to 
the  board,  no. 

The  Chairman.  I  understand  you  to  say,  Mr.  Ecker,  that  the  board 
of  directors  has  never  come  to  the  conclusion  that  new  business  should 
not  be  written,  and  that  you  have  never  discussed  that  possibility  of 
ceasing  to  write  new  insurance,  is  that  correct? 

Mr.  Ecker.  Except  by  the  inference  that  we  are  going  on  doing 
business  upon  the  state  of  facts  presented  to  the  board  in  our  annual 
statement. 

The  Chairman.  So  you  have  not,  as  I  understand  you,  in  the  board 
of  directors  considered  this  specific  question  of  the  ratio  of  cost? 

Mr.  Ecker.  As  to  whether  we  should  continue  writing  business  or 
discontinue  it,  in  that  respect,  no. 

Mr.  Gesell.  Also  as  to  the  amount  of  new  business  you  should 
write.  Assuming  you  must  write  some  new  business  to  make  up  for 
the  business  you  lose,  it  is  still  a  question  of  degree,  is  it  not,  as  to 
how  much  you  should  write  and  the  types  of  insuttuK  r  you  should 
write? 
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Mr.  EcKER.  That  would  be  reflected  in  the  reports  to  the  board, 
where  if  it  transpires  it  is  costing  too  much  money  to  do  this  business, 
then  the  question  comes  up,  shall  we  continue  it,  much  as  a  manu- 
facturer would  do  if  when  his  cost  sheets  were  presented  to  him,  he 
saw  it  was  costing  too  much  to  manufacture  one  line  of  goods  and 
he  had  to  consider  whether  he  should  stop  it. 

Mr.  Gesell.  Have  those  questions  been  presented  to  the  board, 
and  in  what  form  and  what  kind  of  reports,  and  when? 

Mr.  EcKER.  The  reports  to  the  Board  are  the  reports  of  the  business 
as  a  whole.  The  management,  which  includes  all  officers  of  the  com- 
pany, are  studying  every  phase  of  the  business  all  thoi  time.  They 
bring  before  the  board  their  recommendations  and  that  constitutes 
board  action.  There  is  no  part  of  the  conduct  of  our  business  that  is 
concealed  from, the  board. 

You  are  asking  questions  there  that  must  be  regarded  by  the  board 
of  directors  as  having  to  do  with  algebraic  or  arithmetical,  technical, 
features  of  the  business,  in  which  they  must  rely  on  the  actuaries.  If 
an  actuarial  formula  was  presented  to  me  in  algebraic  form,  I  frankly 
couldn't  follow  it,  but  I  can  follow  what  my  actuary  tells  me  are  the 
conclusions  based  on  that  formula. 

Mr.  Gesell.  Have  you  had  conclusions  of  your  actuaries  telling 
you  that  you  should  write  as  much  business  as  you  can,  every  year, 
year  in  and  year  out,  and  how  have  those  conclusions  been  expressed? 

Mr,  Ecker.  We  haven't  had  them;  there  has  been  no  occasion  for 
them.  It  is  a  question  for  the  business  as  a  whole.  We  have  from 
our  actuaries  the  results  of  the  operations  in  the  various  classifications 
of  our  business,  and  there  has  been  very  careful  consideration  given 
to  how  this  business  is  growing,  whether  we  are  getting  out  of  what 
I  term  the  red,  when  we  may  expect  this  particular  class  of  business 
to  be  in  the  black.  Those  are  questions  which  the  actuary  brings 
to  management  and  they  are  carefully  discussed,  and  where  there  is 
a  recommendation  for  change  it  goes  to  the  board. 

Mr.  Gesell.  Mr,  Chairman,  may  we  request  the  Metropolitan 
officials  to  produce  at  some  convenient  time  to  them  such  studies 
as  have  been  made  with  respect  to  this  question  of  expense?  I 
would  like  to  hold  out  of  the  record  these  Best  expense  ratios  until 
we  have  in  hand  such  studies  as  the  Metropolitan  has,  so  it  would 
be  a  matter  of  fair  comparison  and  consideration  for  the  committee. 

The  Chairman.  Of  course,  your  request  is  rather  broad,  Mr. 
Gesell. 

Mr,  Gesell.  We  will  be  glad  to  have  our  men  sit  down  with 
representatives  of  the  company  and  work  out  the  matter  in  memoran- 
dum form. 

The  Chairman.  Mr.  Ecker,  you  have  heard  the  request  of  the 
examiner  for  the  Securities  and  Exchange  Commission. 

Mr.  Ecker.  I  think  we  would  hesitate  to  compare  ours  with  other 
companies.     We  have  never  done  it. 

The  Chairman.  That  I  don't  think  is  the  point, 

Mr.  Gesell.  No;  comparisons  within  the  company  itself. 

The  Chairman.  The  question  is,  will  you  detail 

Mr.  Ecker  (interposing).  Anything  we  can  do  in  cooperating  with 
this  committee,  we  will  do. 

The  Chairman.  If  you  will  be  good  enough  to  detail  one  of  your 
actuaries  to  meet  with  some  person  to  be  designated  by  Chairman 
Douglas,  I  think  this  matter  can  be  pursued. 
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Mr.  Ji^cKER.  We  will  continue  the  same  cooperation,  Mr.  Douglas, 
in  tliis  direction  as  we  have  in  every  other. 

Air.  Gesell.  I  am  interested  in  tliis  problem  from  another  point 
of  view,  Mr.  Ecker.  You  said  you  invest  each  year  about  sometliing 
over  $700,000,000.  Is  that  easier  to  invest  than,  say,  $300,000,000 
a  year,  or  harder  to  invest?  Does  it  create  any  new  problem  to  your 
company  in  terms  of  management  and  in  terms  of  policyholders? 

Mr.  Ecker.  It  hasn't  up  to  the  present  time.  I  say  it  is  a  question 
of  increasing  the  units.  Where  $10,000  was  the  limit  at  one  time,  in^ 
the  same  proportion  $1,000,000  might  be  the  limit  today. 

Mr.  Douglas.  That  is,  it  doesn't  stretch  a  management's  ability 
to  choose  and  select  investments  of  the  type  that  companies  like  you 
are  entitled  to  invest  in? 

Mr.  Ecker.  I  think  it  is  taken  care  of  in  my  statement  of  increasing 
the  units.  There  is  a  limited  field  of  investment  for  life  insurance 
funds,  bilt  where  it  is  a  question  of  the  proportion  or  relation  it  bears 
to  our  requirements,  all  of  our  investments  that  are  in  our  portfolio 
are  selected  with  respect  to  our  requirements:  Long-term,  short-term, 
and  even  the  cash  itself.  There  are  times  when  we  need  more  cash 
than  others.  There  are  times  that  are  so  uncertain  that  our  cash 
balances  are  running  much  higher  than  they  would  if  everything  were 
smooth  saiUng. 

Mr.  Douglas.  That  would  run  on  the  average  a  little  less  than  $2,- 
000,000  a  day  to  invest? 

Mr.  Ecker.  I  think  we  invest  about  that.  Of  course,  in  that  total 
investment  are  included  poHcy  loans,  and  I  don't  know  just  what  the 
figure  would  be  if  we  took  out  policy  loans. 

Mr.  Douglas.  Would  it  bring  it  down  substantially? 

Mr.  Ecker.  Of  course,  our  poKcy  loans  accoimt  for  about 
$50,000,000  a  year. 

Mr.  Douglas.  So  it  wouldn't  aflfect  the  total  per-day  figure? 

Mr.  Ecker.  Not  materially;  no.  I  would  say  we  are  investing  on 
the  average  of  $2,000,000. 

Mr.  Douglas.  But  as  the  money  to  invest  each  day  increases,  it; 
does  tax  the  capacity  of  any  management,  does  it  not? 

Mr.  Ecker.  I  don't  know  that  I  could  agree  to  that.  If  you  had 
10  opportunities  for  investment  in  whicn  the  size  of  the  company 
hmited  the  appropriate  amount,  we  will*.ay,  to  $100,000,  that  would 
invest  $1,000,000.  Now,  if  your  company  was  about  5  times  as  big, 
you  could  invest  $500,000  in  each  instead  of  $100,000.  It  isn't  always 
available,  so  you  don't  say  that  is  the  rule,  that  you  take  $500,000 
instead  of  $100,000,  but  you  do  take  the  larger  amount  opportunity 
offers.  It  levels  out  to  something  Uke  a  relationship  toward  the 
amount  you  have  to  invest  with  respect  to  investment  requirements. 

Mr.  Douglas.  So  the  problem  of  size  as  it  is  reflected  in  the  amount 
per  day  to  invest  is  not  a  troublesome  one? 

Mr.  Ecker.  It  hasn't  got  to  the  point  where  it  is  troublesome,  no. 
Investments  are  not  available  at  satisfactory  rates  of  interest.^  We 
are  forced  to  take  a  lower  rate,  but  that  is  the  market  condition. 
That  has  no  relation  to  the  amount;  it  is  the  economic  condition. 

The  Chairman.  Gould  you  ^ay  what  the  average  single  investment 
was  in  1919  as  compared  with  the  average  investment  now,  the 
average  amount? 
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Mr.  EcKER.  It  would  be  a  pure  guess. 

The  Chairman.  You  have  never  made  any  computation  of  that? 

Mr.  EcKER.  No,  sir. 

The  Chairman.  Do  you  think  there  has  been  quite  a  growth  in 
the  average? 

Mr.  EcKER.  Oh,  yes;  we  take  40  millions  in  one  investment  now 
which  we  wouldn't  think  of  taking  at  that  time. 

The  Chairman.  In  other  words,  the  units  with  which  you  deal 
have  been  growing  with  the  growth  of  the  country,  and  there  is  natur- 
ally a  demand  for  larger  loans  than  there  was  30  years  ago. 

Mr.  EcKER.  That  is  true;  and  then  the  other  feature,  that  we 
have  grown. so  that  where  $100,000  would  be  a  proper  amount  in  our 
portfolio  20  years  ago,  now  it  might  be  a  million.  You  see,  it  is  in 
proportion  to  5,000,000  or  500,000,000  or  1,000,000,000. 

The  Chairman.  But  stni  it  isn't  like  increasing — to  invest 
$2,000,000  a  day  is  not  like  investing  $200,000  a  day,  so  far  as  the 
care  and  burden  of  the  person  charged  with  the  responsibihty  is 
concerned. 

Mr.  EcKER.  Surprising  as  it  might  seem,  I  mean  to  say  it  is.  There 
isn't  any  difference;  we  are  as  careful,  as  meticulous  in  investing 
200,000  as  in  2,000,000. 

The  Chairman.  I  am  not  talking  about  that.  I  am  talking  about 
the  burden  and  responsibility  of  the  management. 

Mr.  EcKER.  It  is  a  question  of  taking  10  times  as  much  in  the 
investment. 

Mr.  Douglas.  And  it  is  a  question  of  management  of  10  times  as 
much  in  the  portfolio,  because  your  problem  doesn't  end  with  making 
the  investment. 

Mr.  EcKER.  But  that  doesn't  involve  any  more;  $100,000  would 
exercise  no  more  care  or  no  less  care  than  a  million. 

Mr.  Patterson.  How  about  diversification? 

Mr.  EcKER.  The  diversification  is  determined  by  what  is  avail- 
able, and  I  would  say  the  field  of  investment  for  life-insurance  funds 
is  limited.     It  isn't  expanding,  but  rather  it  is  contracting. 

Mr.  Patterson.  How  about  the  diversification  in  1906  versus 
today? 

Mr;  EcKER.  I  would  say  there  was  today  a  larger  field  than  there 
was  in  1906,  not  in  character  but  in  amount. 

Mr.  Patterson.  Undoubtedly  there  is  a  larger  field  today,  but 
is  your  diversification  larger  or  greater  than  it  was  then? 

Mr.  EcKER.  I  rather  think  it  is;  yes. 

Mr,  Gesell.  Would  you  say  that  you  have  made  no  investments 
because  of  this  additional  amount  that  you  had  to  invest,  that  you 
wouldn't  have  made  if  you  had  had  a  smaller  amount  of  money? 
I  am  not  talking  about  the  size  of  the  investment  now,  I  am  talking 
about  the  investment  itself. 

Mr.  EcKER.  If  I  understand  your  question  correctly,  you  mean 
that  we  have  not  purchased  by  reason  of  the  amount  of  money  a 
security  which  we  would  not  have  purchased  if  we  had  a  lesser  amount. 
Is  that  what  you  are  asking? 

Mr.  Gesell.  That  is  right. 

The  Chairman.  The  committee  will  stand  in  recess  until  10  o'clock 
tomorrow  morning 

(Whereupon,  at  12:35  p.  m.,  a  recess  was  taken  until  Wednesday, 
February  8,  1939,  at  10  a.  m.) 
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WEDNESDAY,  FEBRUARY  8,   1939 

United'  States  Senate, 
Temporary  National  Economic  Committee, 

Washwgtun,  D  C. 
The  committee  met  at  10:10  a.  m.,  pursuant  to  adjournment  on 
Tuesday,  February  7,  1939.  in  the  Caucus  Room,  Senate  Office  Build- 
ing," Senator  Joseph  C.  O'Mahoney  presiding. 

Present:  Senators  O'Mahoney  (chairman),  and  King;  Messrs. 
Henderson,  Arnold,  Douglas,  Ferguson,  Peoples,  and  PattersoD; 
Representative  Reece. 

Present  also:  Mr.  Gerhard  Gesell,  Special  Counsel,  Securities  and 
Exchange  Commission. 

selection  and  attendance  of  directors  in  metropolitan  life 
insurance  company 

The  Chairman.  The  committee  will  please  come  to  order.  Mr. 
Gesell,  are  you  ready  to  proceed? 

Mr,  Gesell.  I  am.  I  would  like  to  offer  certain  material  for  the 
record  at  the  opening  of  the  hearing  today.  First,  an  advertisement 
of  the  MetropoUtan  Life  Insurance  Co.  which  advertises  the  fact  that 
it  is  a  mutual  company,  and  which  I  think  wiU  be  of  value  on  the 
record. 

The  Chairman.  How  do  you  identify  it? 

Mr.  G-ESELL.  I  can  through  Mr.  Ecker,  if  you  wish 

Senator  King.  Is  there  any  controversy?? 

Mr.  O'Brian.  There  is  no  controversy  as  to  the.  authenticity  of 
any  of  it. 

Senator  King.  If  there  is  no  controversy  as  to  whether  it  is  a  mutual 
company  what  is  the  necessity  of  cluttering  up  the  record  by  put- 
ting in  an  advertisement  that  it  is  a  mutual  company? 

Mr.  Gesell.  We  had  some  discussion  yesterday  with  respect  co 
the  advertisement  o^  the  mutual  nature  of  the  company_. 

The  Chairman.  Without  objection  ihe  exhibit  may  he  admitted. 

(The  advertisement  referred  to  was  marked  "Exliibit  No.  231"  and 
is  included  in  the  appendix  facing  p.  1522.) 

Mr.  Gesell.  Since  v;e  are  going  to  be  considering  on  several  occa- 
sions during  this  week  the  manner  in  which  directors  of  companies 
operating  in  New  York  are  elected,  I  think  it  would  be  well  to  have 
the  record  include  a  copy  of  section  91  of  the  New  York  insurance 
law,  which  establishes  the  provisions  for  the  election  of  directors  in 
mutual  companies.     I  wish  to  offer  this  for  the  record. 
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Senator  King.  That  is  the  entire  act? 

Mr.  Gesell;  That  is  the  section  relating  to  the  election  of  directors 
only.     It  is  not  the  entire  act. 

The  Chairman.  Without  objection  the  exhibit  may  be  admitted. 

(Section  94  of  the  New  York  insurance  law  referred  to  was  marked 
"Exhibit  No.  232"  and  is  included  in  the  appendix  on  p.  1522.) 

Mr.  Gesell.  I  would  also  like  to  offer  for  the  record  a  list  of  the 
directors  of  the  Metropolitan  Life  Insurance  Co.  I  would  like  to 
show  it  to  Mr.  Ecker  first  to  be  sure  it  is  accurate. 

Mr.  Ecker.  Without  comparing  it  with  the  list,  I  would  say  it  is 
right. 

Mr.  Gesell.  If  there  are  any  corrections 

The  Chairman  (interposing).  You  are  satisfied  it  is  a  correct  list? 

Mr.  Gesell.  Yes,  I  am. 

The  Chairman.  If  there  should  be  any  error  of  any  kind  it  will  be 
corrected. 

Mr.  Douglas.  I  think,  Mr.  Chairman,  that  we  might  have  a 
standing  agreement  as  respects  these  exhibits  all  being  put  into  evi- 
dence subject  to  correction  by  the  other  party  if  errors  should  later 
appear. 

The  Chairman.  Very  well,  it  may  be  so  understood. 

(The  list  referred  to  was  marked  "Exhibit  No.  233"  and  is  included 
in  the  appendix  on  p.  1526.) 

Mr.  Gesell.  From  information  submitted  to  us  by  the  company 
from  Mr.  Lincoln,  the  president,  we  have  prepared  a  schedule  showing 
the  business  affiliations  of  the  directors  of  the  Metropolitan,  whose 
names  are  contained  on  that  previous  exhibit.  I  would  like  to  offer 
this  schedule  of  their  other  business  affiliations  for  the  record. 

The  Chairman.  Has  Mr.  Lincoln  seen  that? 

Mr.  Gesell.  He  has  not.  He  has  provided  the  information  with 
which  it  has  been  prepared. 

The  Chairman.  With  the  same  understanding,  that  it  is  subject  to 
correction  or  amendment,  it  may  be  received. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  234"  and  is 
included  in  the  appendix,  on  p.  1526.) 

Mr.  Gesell.  I  might  point  out  that  that  schedule  indicates  among 
other  things  that  the  present  board  of  di^ectoi-s  of  the  Metropolitan 
are  affiliated  as  directors  with  14  bank  and  trust  companies,  with  13 
industrial  companies,  with  3  life  insurance  companies,  with  1  accident 
company,  with  1  surety  company,  with  9  fi^e  insurance  companies, 
with  1  casualty  insurance  company,  with  2  mercantile  companies, 
with  2  oil  companies,  with  4  publishinsr  companies,  8  real  estate 
ventures,  10  railroads,  1  steamship  company,  and  18  utilities. 

I  would  also  like  to  Offer  for  the  record,  subject  to  the  same  qualifi- 
cation, a  schedule  showing  the  number  of  di'-ecitors  of  the  Metropolitan 
attending  each  meeting:  of  the  board  of  directors  held  from  the  period 
from  1929  to  1938.  This  schedule  has  be^n  prepared  from  the  actual 
attendance  records  submitted  to  us  by  the  company  and  is'  offered 
subject  to  check.  During  that  period,  this  analysis  reflects  that 
there  were  a  total  of  125  meetings,  12  or  13  meetings  a  year,  and  that 
the  average  attendance  at  those  meetings  was  15  out  of  a  board  of 
24  or  25,  as  the  case  happened  to  be.  The  number  of  meetings 
attended  by  20  directors,  which  was  the  greatest  number  ever  attended, 
was  2,  and  the  schedule  shows  various  details  with  respect  to  this 
matter. 
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Mr,  EcKER.  Mr.  Chairman,  I  noticed  that  the  examiner  referred 
to  our  directors  being  affiliated  with  these  various  other  industries. 
I  suppose  j^ou  mean  directly  or  indirectly.  You  do  not  mean  by 
aflBliated  that  they  had  important  interests. 

Mr.  Gesell.  I  said  that  they  were  affiliated  as  directors,  I  believe. 

The  Chairman.  It  is  qualified,  I  notice,  on  the  first  page,  "Afl&fiated 
as  officer  only,"  "Affiliated  as  director  only."  Apparently  the 
schedule  is  analyzed. 

Mr.  O'Brian.  May  I  ask  if  you  intend  to  examine  Mr.  Ecker  about 
that  attendance  list,  because  standing  by  itself  it  would  be  misleading. 
Certain  of  these  directors  live  at  great  distance. 

Mr.  Gesell.  \ye  will  examine  Mr.  Ecker  at  some  length. 

The  Chairman.  Without  objection  this  schedule  may  be  admitted. 

(The  schedule,  referred  to  was  marked  "Exhibit  No.  235"  and  is 
included  in  the  appendix  on  p.  1529.) 

Mr.  Gesell.  Now  can  you  tell  us  briefly,  Mr.  Ecker,  the  manner 
in  which  the  board  of  directors  of  your  company  is  selected.  The 
law  itself  is  in  the  record,  and  I  would  simply  like  a  general  st«.tement 
of  the  manner  in  which  that  is  done. 

TESTIMONY  OF  FREDERICK  H.  ECKER,  CHAIRMAN  OF  THE  BOARD 
OF  DIRECTORS,  METROPOLITAN  LIFE  INSURANCE  CO.,  ilEW 
YORK,  N.  Y.— Resumed 

Mr.  Ecker.  Covering  a  period  of  many  years,  I  can  speak  with 
knowledge  that  our  directors  are  chosen  for  certain  qualifications: 
First,  their  standing  in  the  community,  high  character  and  integrity, 
for  their  experience  that  would  qualify  them  for  the  service  on  our 
board.  They  are  selected  at  the  suggestion  of  various  members  of 
the  board,  in  many  cases  at  the  suggestion  of  the  principal  executive 
officer  of  the  company  who  is  very  jealous  of  its  reputation,  who 
is  anxious  to  do  his  utmost  to  see  that  the  best  men  available  are 
obtained. 

Mr.  Gesell.  By  the  principal  executive  oflicer,  you  refer  to  your- 
self, do  you,  Mr.  Ecker? 

Mr.  Ecker.  Executive  officers — to  a  large  extent  to  myself  now 
since  I  am  Chairman  of  the  Board,  very  much  with  the  President — — 

Senator  King  (interposing).  Let  him  finish  his  answer  to  the 
question  which  you  propounded,  how  they  were  selected.  You 
interrupted  very  properly  at  that  point.  Were  there  any  reasons  or 
any  other  grounds  upon  which  selections  are  made,  other  than  those 
which  you  have  indicated?     You  stated  character  and  fitness. 

Mr.  Ecker.  Character,  integrity,  fitness  because  of  their  knowledge 
and  experience  to  render  service,  and  then  our  company  does  business 
throughout  the  United  States  and  Canada,  which  makes  it  important 
that  we  should  have  a  director  or  two,  we  have  thought,  in  Canada, 
likewise  a  director  on  the  Pacific  coast,  and  then  here  and  there  a 
director  throughout  the  country,  not  necessarily  chosen  for  any 
specific  district — that  hasn't  been  in  mind — but  men  in  various  parts 
of  the  country. 

Now,  in  the  building  up  of  our  board,  it  follows  that  the  men  at  dis- 
tant places  are  not  able  to  attend  meetings  with  the  same  regularity 
as  those  at  home,  nor  are  they  expected  to,  but  in  no  single  instance 
that  I  can  think  of  have  we  ever  had  a  director  who  wasn't  ready  to 
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respond  to  a  call  and  make  it  his  business  to  attend  a  meeting  if  it  was 
important  that  he  should  be  there. 

Then  we  need  on  the  board— first  of  all,  by  New  York  State  law  a 
majority  of  the  board  must  be  residents  of  the  State.  That  in  a 
measure  limits  the  selection  so  far  as  geographical  location  is  con- 
cerned. 

Then  we  have  the  men  who  are  available  to  serve  on  committees, 
that  carry  on  the  work  of  the  company  and  give  close  attention  to  it. 
The  volume  of  transactions  is  large  and  under  our  State  law  there  are 
■"/Grtain  specific  things  which  may  only  be  done  with  authority  of  the 
board,  as  for  instance,  the  purchase  or  sale  of  any  property  shall  not 
be  made  or  contract  entered  into  which  shall  not  first  have  been  author- 
ized by  the  board,  or  a  committee  of  the  board  appointed  to  supervise 
such  investment.  That  is  the  basis  of  our  organization.  The  detail 
■work  to  a  very  large  extent  is  done  by  committees  who  meet  more 
frequently,  who  get  the  whole  details  of  transactions,  enter  into  dis- 
cussions of  them,  and  then  their  actions  are  carefully  reported  to  the 
board  for  approval  by  board  action,  for  the  approval  of  minutes, 
ratifying  and  affirming  the  action  of  committees.  So  that  in  a  sense 
in  the  selection  of  directors  we  must  have  in  mind  men  who  are  con- 
venient and  whom  we  may  expect  to  come  to  meetings  nearby  and 
to  be  available  for  our  committee  work. 

The  Chairman.  Cah  you  give  us  the  names  of  directors  not  citizens 
of  New  York  State? 

Mr.  EcKER.  We  have  two  men  in  Canada,  Coleman,  who  is  the 
second  man  in  authority  on  the  Canadian  Pacific  Railroad,  and  Mr. 
Taschereau,  who,  by  the  way,  is  not  on  the  administration  ticket  f  jr 
reelection.  Mr.  Taschereau  was  Premier  of  Quebec.  On  the  Pacific 
coast  we  had  for  very  many  years  Mr.  William  H.  Crocker.  He  has 
recently  died  On  the  administration  ticket  we  have  a  man  sehcted 
to  take  his  place,  atid  there  was  a  question  of  a  good  deal  of  caref'il 

The  Chairman  (interposing).  What  do  you  mean  by  the  aiminis-' 
tration  ticket? 

Mr.  EcKER.  The  law  provides  in  the  matters  of  election  tnat  there 
shall  be  a  ticket  nominated  by  the  board  of  directors  kn<  wn  as  the 
administration  ticket.  There  is  provision  in  the  law  for  lomination 
of  the  opposition  ticket,  and  in  contradistinction  one  is  called  opposi- 
tion and  the  other  administration,  and  the  ticket  nominated  by  the 
board  to  be  voted  on  at  the  next  election  by  poUcyholde.s  is  called 
the  administration  ticket. 

The  Chairman.  Pardon  me,  you  gave  us  two  names,  tlie  name  of 
Mr.  Coleman  and 

Mr.  EcKER.  Yes,  Coleman  and  Taschereau,  and  Crocker  on  the 
Pacific  coast.;  In  Chicago  we  have  FoUansbee,  who  at  the  time  of 
his  selection  ^as  president  of  the  Bar  Association  of  Ch'cago.  We 
have  a  man 'named  Samuel  Fordyce  in  St.  Louis.  We  Jiought  we 
had  a  man  in  Pittsburgh,  a  man  outstanding  in  importance  in  a 
business  way,  and  he  withdrew  from  the  board  because  he  thought 
it  not  desirable  for  him  to  continue.  Those  are  the  men  I  think  of 
who  are  out  of  town,  all  available,  on  call  when  we  need  them. 

Now  I  say  we  have  the  men  we  think  of  as  the  working  members  of 
the  board. 

The  Chairman.  Is  there  another  out-of-town  man?  I  thought 
Mr.  Lincoln  was  about  to  surest  one. 
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Mr.  EcKER.  We  have  a  man  in  Washington,  Mr.  Fleming.  And 
who  else  have  we  out  of  town?  Mr.  Merriam  is  also  in  Washington 
part  of  the  time,  and  Topeka,  Kans. 

The  Chairman.  That  constitutes  the  hst  of  those  not  citizens 
and  residents  of  New  York? 

Mr.  EcKER.  That  is  right. 

Senator  King.  You  have  an  organization  a  good  deal  Uke  oenate 
committees.  We  have  full  committees  and  subcommittees.  The 
subcommittee  may  meet  frequently  on  matters  reported  to  them, 
and  report  to  the  full  committee. 

Mr.  EcKER.  Working  committees,  yes,  sir;  working  members,  as 
it  were.  In  that  make-up  of  the  board  there  are  some  men  who  are 
not  attending  regularly;  we  don't  expect  them  to.  Then  we  have 
men  who  have  been  with  us  a  long  while  and  have  grown  ill,  or  some- 
thing or  other.  There  is  a  good  deal  of  feeUng  in  our  board  as  I 
think  there  would  be  in  any  corporation  with  respect  to  an  employee 
who  has  rendered  long  and  valuable  service  and  become  incapacitated, 
we  don't  want  to  discharge  him  immediately.  I  have  in  mind  a  case 
like  Charlie  Schwab,  a  very  promiijent  man,  who  rendered  real 
valuable  service  to  us.  He  got  awfully  sick  and  he  said,  "You  had 
better  drop  me."  I  said,  "You  have  rendered  service  to  this  com- 
pany and  we  don't  want  to  drop  you.  We  want  to  keep  you  on  the 
board." 

He  got  well,  he  hasn't  been  very  regular  in  attendance  but  he  is 
there  if  we  call  for  liim. 

Mr.  Gesell.  With  respect  to  the  individual  attendance  of  the  direc- 
tors, I  wish  to  bring  that  out  with  facts,  letters  and  correspondence, 
and  possibly  move  along  faster,  Mr.  Chairman,  if  we  do  it  that  way. 

Mr.  EcKER.  Mr.  Chairman,  you  asked  me.about  the  selection  of  our 
directors  and  I  was  seeking  to  give  you  a  picture  of  the  way  we  operate. 
I  trust  that  is  all  right.  Finishing  what  I  was  saying,  there  have  been 
instances  of  men  who  have  been  long  with  the  company,  have  been 
long  on  the  board,  fulfilling  all  of  our  expectations.  I  say  ours,  speak- 
ing as  one  of  the  board.  As  an  instance,  a  man  named  John  Ander- 
son-— he  is  elderly ;  he  is  not  in  good  condition ;  he  comes  to  board  meet- 
ings but  can  no  longer  attend  committee  meetings.  The  controlling 
thought  I  have  had  about  it  is:  Has  this  at  any  time  caused  us  any  in- 
convenience? Have  we  available  an  ample  number  of  working  direc- 
tors for  a  quorum?  And  I  recall  no  tune  when  we  have  had  any 
difficulty  in  getting  a  quorum.  I  think  I  said  to  one  of  these  men,  I 
think  Charlie  Schwab,  I  wrote  to  him  and  said,  "We  have  no  trouble 
having  a  quorum  for  our  meetings."  If  that  is  the  case  at  all,  I  will  be 
free  to  take  some  different  attitude. 

Now  Mr.  Taschereau  in  Canada  was  selected  prior  to  my  adminis- 
tration as  president.  I  think  there  was  an  understanding — he  says 
there  was  and  I  don't  question  it — with  the  former  president,  that  he 
wasn't  expected  to  come  down  to  meetings.  Again,  he  was  available 
if  he  was  called  for,  and  it  was  expected  in  the  prominent  position  he 
occupied,  as  Premier  of  the  Province  of  Quebec  at  the  time,  that  he 
might  not  get  down  to  meetings;  but  there  were  times,  many  times, 
when  our  people  in  Canada  had  conferences  with  him  and  talked  about 
business  matters;  and  I  don't  know  that  his  services  were  actually 
sought  in  any  particular  case  by  the  Home  office,  but  they  were 
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available  if  in  any  way  as  director  he  could  render  service  to  the 
company. 

iHis  record  of  attendance  when  the  examiner  gets  to  it  will  look 
pretty  bad.  Those  are  the  circumstances,  however,  and  it  was  a  subject 
of  correspondence  with  me  prior  to  our  last  selection  of  the  candidates 
for  the  administration  ticket,  and  it  resulted  in  his  saying  he  was  unable 
to  attend  meetings,  as  reported  to  him  we  feel  he  should,  and  he  asked 
not  to  be  renominated. 

Mr.  Gesell.  Now,  the  directors  are  elected  to  represent  the  inter- 
ests of  the  policyholders? 

Mr.  EcKER.  Why,  certainly. 

Mr.  Gesell.  They  are  elected  by  the  policyholders  as  the  policy- 
holders' representatives,  are  they  not? 

Mr.  EcKER.  Yes;  elected  by  the  pohcyholders. 

Mr.  Gesell.  To  represent  the  policyholders. 

Mr.  Ecker.  They  are  elected  by  the  policyholders.  There  are  no 
other  interests  to  represent  in  our  compan}'-  than  the  policyholders'. 

Mr.  Geselx.  The  executive  officers  of  the  company  are  responsible 
to  the  board  of  directors  for  their  conduct,  are  they  not? 

Mr.  Ecker.  That  is  right. 

Mr.  Gesell.  You  referred  to  Mr.  Schwab.  From  the  attendance 
records  which  I  ha.ve  before  me,  he  attended  no  meetings  in  1932  out 
of  13;  1  meethig  in  1933  out  of  13;  no  meetings  in  1934  out  of  12;  no 
meetings  in  1935  out  of  12;  no  meetings  in  1936  out  of  12;  1  meeting  in 
1937  out  of  12 ;  and  1  meeting  in  1938  out  of  12. 

Mr.  Ecker.  It  was  during  the  period  of  his  illness,  and  I  should 
iigain  put  emphfjsis  on  the  fact  that  the  directors  serve  in  other  capaci- 
ties than  merely  attending  meetings — I  don't  say  merely,  it  is  very 
important  they  should,  but  their  services  are  always  iivailable  and  he 
had  in  the  past  rendered  in  a  good  many  instances  valuable  services  to 
our  company.  There  were  times  when  we  had  large  meetings.  Mr. 
Schwab  was  a  very  magnetic  speaker  and  I  can  remember  occasions 
when  he  did  a  splendid  service,  making  speeches  for  the  company  to 
large  meetings  of  the  policyholders. 

When  we  come  down  to  serving  in  his  community,  m  his  part  of  the 
country,  in  Pennsylvania,  his  directorship  with  the  company  was  of 
value  to  us.  It  is  hard  to  measure  these  intangibles,  but  they  are 
really  there. 

Mr.  Gesell.  You  mean  of  value  to  you.iji  getting  new  business 

Mr.  Ecker.  Yes;  the  reputation  of  the  company. 

Mr.  Gesell.  Now,  Mr.  Schwab  wrote  you  oh  February  9,  1934 
jaying,  "Dear,  Dear  Friend,"  and  he  told  you  he  had  been  in  bad 
health  and  said  as  follows  [reading  from  "Exhibit  No.  236"]: 

You  probably  have  beard  that  I  have  been  in  prett}'^  poor  health  the  past  5 
months,  and  I  do  not  seem  to  be  rapidly  recovering.  As  a  result  of  this,  I  am 
retiring  from  everything  I  can.  You  probably  also  have  noticed  that  I  have  even 
retired  from  the  Chase  Bank  v^'here  I  have  been  a  director  so  many  years.  The 
only  directorates  I  am  now  on  are  those  of  the  Bethlehem  Steel  Co.  and  the 
Metropolitan  Life  Insurance  Co. 

It  sticm.s  to  me  that  you  should  havu  someone  who  could  givo  ftctive  attention 
to  u>ur  f  ompany  as  a  diTeot.-r,  and  thi-^  I  am  «t  present  unable  to  .io  nor  likely  to 
lrf=  '  bic,  to  do  for  some  lit  11' •  li'nc.  I'l^der  these  circumstances  T  wonder  if  you 
w,  u-^  not  like  me  to  resign  to  make  way  for  someone  else. 

])<»  J  on  recall  receiving  that  let!  r? 

Mr.  Ecker.  Yes;  I  remember  it.     What  was  the  dat«? 

Mr.  Gesftl.  Fpbrvprv  9,  1^"4, 
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Mr.  EcKER.  Mr.  Schwab  remained  on  the  board  of  directors. 

Mr.  Gesell.  In  1935  and  1936  he  attended  no  meetings.  You 
wrote  him  on  February  15,  1934,  in  part  as  follows  [reading  from 
"Exhibit  No.  237"]: 

Dear  Charlie,  and  may  I  have  the  privilege  of  also  adding  my  dear,  dear 
friend:  *  *  *  With  respect  to  the  particular  subject  of  your  letter,  we  are 
having  no  difficulty  in  getting  a  quorum  for  our  meetings.  Frankly  I  would  have 
more  regret  than  you  express  at  breaking  off  your  relations  with  the  Metropolitan. 
I  much  appreciate  the  way  your  write  about  it.  My  preference  is  the  situation 
should  not  be  disturbed.  If,  on  our  side,  it  changes  at  all,  I  will  be  frank  and  let 
you  know. 

Now,  in  writing  that  letter,  Mr.  Ecker,  did  you  consult  the  board  of 
directors  or  the  policyholders  as  to  what  your  position  should  be? 

Mr.  Ecker.  You  can't  be  serious  in  asking  if  I  consulted  the  policy- 
holders. We  have  29,000,000  of  those.  I  discussed  it  with  members 
of  the  board,  yes;  whether  it  came  up  in  any  formal  way  I  don't 
know.  The  iDoard  minutes  show  where  there  is  formal  action  taken, 
but  there  is  a  great  deal  of  discussion  at  board  meetings  that  isn't 
recorded  unless  it  takes  the  form  of  some  definite  action.  I  don't 
know  whether  I  spoke  to  the  whole  board  about  it  or  not.  My 
impression  is  I  did.  If  you  ask  me  what  I  said,  I  don't  know,  but  the 
whole  situation  was  discussed  with  members  of  the  board. 

Mr.  Gesell.  Do  you  recall  whether  or  not  there  was  a  board 
meeting  between  February  9,  1934,  and  February  15,  1934,  when  you 
rephed? 

Mr.  Ecker,  Well,  there  wouldn't  be.  The  board  meetings  are 
held  on  the  fourth  Tuesday  of  the  month. 

Mr.  Gesell.  February  27  would  be  your  board  meeting? 

Mr.  Ecker.  Unless  there  was  a  special  meeting. 

Mr.  Gesell.  Were  there  any  special  meetings? 

Mr.  Ecker.  None  that  I  recall.     The  record  will  show  that. 

Mr.  Gesell.  Your  meeting  was  held  February  27,  1934? 

Mr.  Ecker.  Yes. 

Mr.  Gesell.  Does  that  assist  you  in  recalHng  whether  you  took 
this  matter  up  with  the  board  of  directors? 

Mr.  Ecker.  In  a  formal  manner  I  did  not  take  it  up  with  the  board 
of  directors,  but  I  say  I  consulted  with  other  members  about  the 
situation,  as  to  whether  it  was  wise  to  keep  Mr.  Schwab  on  the  board. 
•  Mr.  Gesell.  I  would  like  to  offer  in  evidence  the  two  letters,  por- 
tions of  which  I  have  just  read. 

(The  letters  referred  to  were  marked  "Exhibits  Nos.  236  and  237" 
and  are  included  in  the  appendix  on  p.  1529.) 

The  Chairman.  They  may  be  received. 

Mr.  Gesell.  Are  you  authorized  by  the  board  of  directors,  Mr. 
Ecker,  to  make  decisions  of  this  character  without  asldng  the  board 
of  directors? 

Mr.  Ecker.  Decisions  expressing  my  personal  preference  of  whether 
a  man  should  ^stay  on  the  board  or  not — is  that  the  question? 

Mr.  Gesell.  When  a  man  states  he  is  unable  to  be  in  active  attend- 
ance and  wants  to  resign. 

Mr,  Ecker.  I  am  authorized  to  express  my  individual  opinion  about 
it;  yes.     That  isn't  the  action  of  the  board. 

Mr.  Gesell.  Mr.  Alanson  B.  Houghton  was  a  member  of  your 
board  of  directors  and  is  at  the  present  time? 
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Mr.  EcKER.  Right. 

Mr.  Gesell.  He  is  not  up  for  reelection? 

Mr.  EcKER.  He  is  not. 

Mr.  Gesell,  Did  he  not  also  indicate  to  you  that  he  was  anxious 
to  get  off  the  board? 

Mr.  EcKER.  Yes ;  in  the  course  of  and  after  many  years  of  associa- 
tion, and  his  gradually  retiring  from  active  business.  He  was  the 
head  of  one  of  the  largest  manufacturing  enterprises  in  New  York 
State  or  in  the  country;  he  was  a  prominent  man,  had  been  a  Repre- 
sentative in  Congress;  he  was  subsequently  the  Ambassador  of  the 
United  States  to  Germany  -and  thereafter  Ambassador  to  the  Court  of 
St.  James — a  prominent  man. 

Mr.  Gesell.  .  Now  the  first  time  the  question  of  his  resignation  came 
up  was  some  time  in  1934,  was  it  not? 

Mr.  EcKER.  I  can't  say  as  to  date,  but  it  was  the  subject  of  some 
conversation  between  us,  whether  you  have  any  memorandum  in  the 
minutes  or  record  of  it  or  not,  we  talked  of  it. 

Mr.  Gesell.  I  was  interested  in  your  statement  that  it  came  up  in 
connection  %\^th  his  retiring  from  business,  because  the  attendance 
records  which  I  have  of  the  company  indicate  he  attended  no  meetings 
in  1921,  1922,  1923,  1924;  one  meeting  in  1925;  none  in  1926;  one  in 
1927;  and  none  in  1928. 

Mr.  EcKER-.  Was  he  Ambassador  at  the  time?  I  haven't  looked 
up  the  dates. 

Isn't  it  interesting  to  know  that  it  is  our  practice  to  send  copies  of 
our  minutes  to  our  directors  who  do  not  attend  meetings  and  those 
who  do,  so  that  they  can  keep  in  touch  with  everything  that  goes  on? 
I  remember  when  he  was  in  BerHn  and  also  when  he  was  in  London, 
we  sent  him  regularly  minutes  of  our  board  meetings. 

Mr.  Gesell.  Do  I  gather,  then,  from  what  you  say,  that  you  do 
not  think  a  director  elected  by  the  policyholders  as  their  representative 
must  giv^  active  attention  to  the  day-to-day  affairs  of  the  company 
as,  they  come  before  the  board?  ^ 

Mr.  EcKER.  You  will  find  a  reflection  of  my  views  in  a  letter  to 
Mr.  Taschereau.  I  have  stated  very  definitely  it  seemed  to  me  he 
should  attend  meetings,  but  for  day-to-day  attention,  unless  asked 
for,  I  couldn't  expect  that  of  a  director.  He  is  not  employed  by  the 
company.  He  attends  meetings  when  called,  for  wliich  he  gets  a 
nominal  fee.  It  is  a  great  pubfic  service  rendered  by  the  directors  of 
a  mutual  hfe-insurance  company,  and  there  isn't  any  such  thing  as 
compensation  for  their  time  and  effort.  It  is  a  contribution  they 
make  to  the  pubhc  cause,^  and  we  feel  privileged  to  call  upon  them  at 
any  time  when  meetings  are  not  in  session,  and,  of  course,  to  discuss 
matters  of  conduct  of  the  business  with  them  when  they  hold  meetings, 
but  that  they  should  be  giving  attention  from  day  to  day  to  the 
business  bf  the  company,  except  as  called  in  for  conference,  it  would 
not  be  ex])ected. 

Mr.  Gesell.  It  would  then  rest  with  the  executive  officers  of  the 
company  to  determine  when  they  wanted  to  consult  those  members 
of  the  board  and  the  kind  of  things  they  wanted  to  bring  to  their 
attention  as  representatives  of  the  policyholders? 

Mr.  EcKER.  The  by-laws  show  that  the  policies  of  the  company  are 
in  the  hands  of  representatives  elected  b}^  the  board  of  directors.  They 
are  whole-time  men,  and  give  their  whole  time  to  it.     The  advantage 
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of  the  policyholders  having  the  privilege  of  voting  hes  in  their  securing 
better  protection,  as  I  said  yesterday;  that  in  the  first  instance  the 
great  responsibility  must  be  ^vith  the  management,  giving  attention, 
whole-time  attention,  to  the  business.  The  method  of  management 
is  subject  to  the  closest  scrutiny  by  the  departments  of  insurance  of 
the  various  States,  and  if  there  is  any  abuse  anywhere  it  is  bound  to 
be  brought  to  light,  and  then  the  policyholders  have  opportunity  to 
change  the  board  of  directors,  to  change  their  representatives,  and 
with  us  we  have  had,  no  complaints.  If  there  were  dissatisfaction, 
it  may  be  assumed  we  would  have  had  those  complaints. 

Mr.  Gesell.  Let  me  ask  you  this.  Is  there  any  necessity  of  your 
board  being  as  large  as  it  is? 

Mr.  EcKER.  I  couldn't  say  it  was  necessary  it  should  be  as  large. 
It  might  be  larger,  it  might  be  less.  So  far  as  working  is  concerned, 
there  is  just  this  one  thing,  that  if  we  have  to  have  50  percent  of  our 
board,  a  majority  of  our  board,  resident  in  New  York,  we  couldn't 
have  a  board  very  much  less  and  have  any  representation  outside  of 
New  York. 

The  Chairman.  What  is  the  provision  of  the  New  York  State  law 
with  respect  to  the  appointment  of  directors  and  their  duties?  ' 

Mr.  EcKER.  I  suppose  it  is  in  the  general  corporation  law.  I  would 
have  to  ask  my  lawj^er  to  tell  me  that.  I  do  know  that  the  law  pro- 
vides that  in  case  of  a  hfe  insurance  company  the  majority  of  the  board 
of  directors  shall-  be  residents  of  the  State  of  New  York,  and  it  is  in 
our  charter  and  I  think  it  is  in  the  State  law.    We  \\-ill  furnish  it,  sir. 

The  Chairman.  I  won't  interrupt  the  inquirj^  at  this  point. 

Mr.  O'Brian.  I  have  a  copy  of  the  charter'  and  bylaws,  and  that 
fixes  the  number  of  directors. 

The  Chairman.  Does  it  prescribe  their  duties? 

Mr.  O'Brian.  It  defines  their  responsibiUties. 

Mr.  Gesell.  This  is  both  the  charter  and  the  bylaws?  I  would 
like  to  offer  this  for  the  record. 

The  Chairman.  It  may  be  received. 

(The  charter  and  bylaws  referred  to  were  marked  "Exhibit  No.  238" 
and  are  included  in  the  appendix  on  p.  1530.) 

The  Chairman.  [Reading  from  "Exhibit  No.  238":] 

Article  IV 

Section  1.  The  corporate  powers  of  said  corporation  shall  be  exercised  by  a 
board  of  directors,  by  a  president  and  vice  president  of  the  corporation,  and  by 
such  other  officers  and  agents  as  the  board  may  elect  or  appoint  and  empower. 

Sec.  2.  The  board  of  directors  shall  consist  of  25  directors  elected  as  hereinafter 
provided,  that  being  the  present  number  of  its  directors. 

Sec.  3.  The  board  of  directors  shall  have  power  to  make  and  prescribe  from 
time  to  time  such  bylaws,  rules,  and  regulations  for  the  transaction  of  the  business 
of  the  corporation  and  the  conduct  of  its  affairs,  not  inconsistent  with  the  laws  of 
the  State  or  this  charter,  as  may  be  deemed  expedient,  and  to  amend  or  repeal 
Buch  bylaws,  rules,  and  regulations. 

Sec.  4.  Nine  directors  shall  constitute  a  quorum  for  the  transaction  of  business; 
but  a  less  number  may  meet  and  adjourn  from  time  to  time  until  a  quorum  is 
present. 

i  Mr.  Lincoln.  Their  duties  are  largely  in  the  bylaws,  too,  you  will 
note. 

Mr.  EcKER.  It  is  true,  Mr.  Chairman,  that  following  the  New. York 
law,  coj>y  of  which  counsel  vnil  supply,  pohcyholders  elect  directors. 

1  See  'Exhibit  No.  232",  appendix  p.  1522. 
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You  will  see  that  that  provision  of  law  p:ives  no  opportunity  for  a  vote 
to  be  cast'or  received  and  counted  that  is  not  on  a  ticket  that  has  been 
nominated  in  accordance  with  the  provisions  of  the  law.  In  conFe- 
quence,  if  at  a  date,  I  think  it  is  in  September,  there  has  been  no 

Mr.  O'Brian  (interposing).  November. 

Mr.  EcKER.  If  by  November  there  is  no  opposition  ticket  nomi- 
nated, then  votes  may  only  be  received  and  counted  for  the  adminis- 
tration ticket.  For  years,  even  though  there  was  no  opposition 
ticket,  we  thought  it  v/as  a  wise  thing  to  have  policyholders  informed 
about  their  rights  to  vote,  and  it  would  be  a  good  thing  to  call  their 
attention  to  it,  so  that  at  small  expense  we  send  out  ballots.  It 
can't  change  the  result,  since  only  votes  may  be  cast  and  counted 
for  the  administration  ticket.  It  wouldn't  be  possible  for  us  to  mail 
a  ballot  to  every  policyholder  of  our  vast  company,  29,000,000 
policyholders. 

The  Chairman.  I  observe  from  the  law  that  you  are  required  to 
nominate  your  so-called  administratioli  ticket  7  months  in  advance 
of  the  election.  Did  I  understand  you  to  say  just  now  that  there 
sometimes  is  not  an  opposition  ticket? 

Mr.  EcKER.  There  has  never  been  one,  as  a  matter  of  fact,  in  our 
case,  but  if  there  were  one,  it  must  have  been  nominated  by  some 
time  in  November,  and  in  the  event  of  there  being  no  opposition 
ticket  nominated  under  the  law,  ballots  may  be  received  and  counted 
only  for  those  who  have  been  nominated  on  the  administration  ticket, 
so  that  the  actual  holding  of  the  election  doesn't  change,  doesn't 
have  any  effect — the  voting  doesn't— and  I  dare  say  it  is  a  matter 
of  wonder  or  amazement  that  we  have  always  had  the  election.  We 
have  always  done  what  we  could  to  inform  policyholders  regarding 
their  rights  to  vote.  On  every  policy  of  the  company,  on  every 
premium  receipt,  on  every  premium  receipt  book,  there  is  advice  to 
the  policyholder  with  respect  to  his  right  to  vote. 

Mr.  Gesell.  The  next  witness,  Mr.  Tully,  who  is  in  charge  of  the 
elections,  will  go  into  great  detail  with  respect  to  these  facts. 

Mr.  EcKER.  With  respect  to  the  machinery.  The  ballot,  the 
election,  is  held  by  the  insurance  department,  the  superintendent  of 
insurance  of  the  State  of  New  York,  not  by  us.  We  have  certain 
cooperative  work,  and  for  that  purpose  we  do  everything  that  we 
can  to  facilitate  holding  that  election. 

I  want  to  say  that  we  have  400,000,  sometimes  500,000  votes  cast. 
Only-  the  administration  ticket  could  be  elected,  but  we  felt  that  it 
was  good  policy  to  keep  our  policyholders  informed  of  their  rights  to 
vote,  that  it  was  a  desirable  thing  to  do.  They  are  more  familiar 
with  the  procedure  if  there  should  be  any  reason  for  their  changing  it. 

The  Chairman.  I  take  it  from  what  you  say  that  the  law  was 
apparently  so  drafted  that  the  administration  could  select  the  board 
of  directors  and  control, the  elections.  As  a  matter  of  practice,  that 
is  the  way  it  works  out. 

Mr.  EcKER.  The  Armstrong  report  says  votes  should  be  limited 
to  the  nominated  candidates  and  suitable  provision  should  be  made 
for  ne\'^  nominations  and  the  casting  of  votes  under  proxies  in  case 
of  the  death  or  incapacity  of  any  person  nominated,  and  so  on. 

The  Chairman.  In  other  words,  the  system  which  you  describe 
actually  makes  it  difficult  for  an  opposition  ticket  to  be  effective. 
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Mr.  EcKER.  No;  I  should  say  not.  It  is  only  that  it  must  be 
nominated  in  accordance  with  the  provision  of  the  statute.  A  man 
couldn't  come  to  the  meeting  and  say,  "I  am  going  to  place  a  ticket  in 
opposition  to  the  administration  ticket."  In  order  to  avoid  the  possi- 
bility of  an  attempt  to  nominate  unacceptionable  candidates  and  the 
subsequent  substitution  of  an  inferior  ticket,  the  elections  should  be 
limited  to  those  who  have  been  nominated  in  a  prescribed  manner. 
That  is  in  the  Armstrong  law. 

The  Chairman.  That  is  very  clear.  I  was  merely  commenting  on 
the  effect  of  it,  and  you  have  testified  that  there  never  has  been  an 
opposition  ticket. 

Mr.  EcKER.  There  never  has,  and  notwithstanding  that  we  always 
have  the  elections  and  bring  to  the  notice  of  the  policyholder  his  right 
to  vote. 

The  Chairman.  It  would  be  a  rather  difficult  tiling  to  develop  an 
opposition  ticket  with  29,000,000  policyholders,  would  it  not? 

Mr.  EcKER.  Oh,  no.  The  machinery  is  provided  there  for  nominat- 
ing an  opposition  ticket.  If  there  were  an  abuse  and  it  was  publi- 
cized, there  would  be  votes  by  our  policyholders  that  would  put  out 
of  office  any  unsatisfactory  board  of  directors. 

Senator  King.  I  would  like  to  ask  a  question. 

Mr.  EcKER.  This  whole  subject — my  counsel  calls  my  attention  to 
the  fact  that  while  we  have  been  operating  for  all  these  years  under 
the  laws  which  were  recommended  by  the  Armstrong  committee  and 
by  Mr.  Hughes,  they  are  now  being  carefully  studied  again  ^-ith 
respect  to  whether  there  should  be  any  revision. 

Senator  King.  I  suppose  when  your  ticket  is  nominated,  the  ad- 
ministration ticket,  due  notice  is  given  of  that  fact  through  the  press 
and  through  such  agencies  as  your  organization  possesses. 

Mr.  EcKER.  When  a  nomination  is  made,  probably  not;  but  just 
as  soon  as  we  are  required  to  take  some  action  on  it,  yes.  As  a 
matter  of  fact,  we  can't  know  until  about  the  end  of  the  year  that 
there  will  be  no  opposition  ticket  nominated,  and  then  we  prepare 
ballots  by  the  first  of  the  year  and  send  those  to  our  agents  who 
distribute  them  by  hand  to  the  policyholders. 

Senator  King.  So  the  policyholders,  then,  are  advised  of  the 
ticket? 

Mr.  EcKER.  Oh,  yes.     They  are  given  a  ballot  and  proxies. 

Senator  King.  Have  you  had,  after  the  ticket  has  been  nominated 
by  the  administration,  objections  to  any  specific  candidate  in  any 
considerable  number? 

Mr.  EcKER.  I  don't  recall  a  single  instance  where  there  were  any. 

Senator  King.  In  these  various  elections? 

Mr.  EcKER.  I  recall  no  instance  in  which  there  was  any  objection 
raised  by  any  policyholder. 

Dr.  LuBiN.  Mr.  Ecker,  are  these  policyholders  notified  as  to  who 
has  been  nominated  immediately  before  the  election  date? 

Mr.  EcKER.  There  is  no  practical  way  of  advi?ing  them  except 
that  we  put  on  their  policies,  on  their  premium  receipts  and  premium 
receipt  books,  this  information  of  their  right  to  vote  at  these  elections 
which  are  held  in  odd  years,  held  every  2  years  on  a  date  in  April. 

Mr.  Gesell.  May  I  again  suggest  that  we  are  going  to  cover  this 
with  the  following  witness. 


2276  CONCENTRATION  OF  ECONOMIC  POWER 

Mr.  EcKER.  Wait  a  minute.     In  addition  to  that • 

The  Chairman  (interposing).  Do  you  want  to  suggest  that  we  as 
members  of  the  committee  not  interrupt  the  examination?  I  will 
be  very  glad  to  do  that,  if  that  is  your  desire. 

Mr.  Gesell.  I  would,  because  we  have  a  special  witness  on  tliis 
matter. 

The  Chairman.  The  witness  has  been  answering  questions  which 
have  been  directed  to  him  by  members  of  the  committee. 

Mr.  EcKER.  May  I  finish  that  one  question? 

The  Chairman.  We  will  give  you  ample  time  to  finish  it.  I  want 
to  explain  to  Mr.  Gesell  and  other  members  of  the  committee,  in 
previous  hearings  we  have  had  a  rule  which  permitted  the  examiner 
or  the  witness  to  proceed  uninterrupted  by  members  of  the  committee, 
and  that  frequently  works  out  advantageously.  Now,  Mr.  Gesell  is 
asking  us,  sitting  at  this  side  of  the  table,  to  refrain  from  interrupting 
his  examination  of  you,  and  I  think  probably  in  the  interest  of  orderly 
procedure  and  in  your  own  interest,  it  will  be  desirable  for  us  to 
refrain. 

Mr.  EcKER.  Well,  inasmuch  as  this  has  been  brought  up,  I  think 
it  is  of  interest  to  know  first  that  the  fullest  information  is  given  to  our 
policyholders  through  our  publications.  We  have  a  magazine  known 
as  the  "Me^tropolitan"  that  contains  the  fullest  information  to  our 
policyholders,  giving  methods  of  electing,  and  advising  them  of  the 
administration  ticket  when  it  has  been  nominated.  Then,  of  course, 
by  law  we  are  required  to  make  certain  publications.  There  is  in  no 
sense  any  secrecy  about  it.     We  do  our  utmost  to  publicize  it. 

Dr.  LuBiN.  Mr.  Chairman,  in  order  that  the  record  might  be  clear, 
in  view  of  the  witness'  answer,  may  I  just  ask  this  final  question? 

The  Chairman.  Without  objection  on  the  part  of  the  examiner,  Dr. 
Lubin,  you  may. 

Dr.  Lubin.  Are  these  policyholders  notified  of  the  ticket  while  there 
is  still  opportunity  available  for  them  to  put  up  ^n  opposition  ticket? 
Is  there  time  for  them  to  do  anything  about  it? 

Mr.  EcKEi^.  When  we  advise  them  of  who  has  been  nominated,  it  is 
probably  too  late,  except  that  they  know  by  the  advice  we  give  them 
all  the  time  of  their  right  to  vote  and  the  conditions  under  which  they 
may  vote. 

Mr.  Gesell.  Now,  returning  to  this  question  of  attendance  at 
directors'  meetings,  Mr.  John  W.  Davis  was  a  member  of  your  board 
for  some  time,  was  he  not? 

Mr.  EcKER.  He  was. 

Mr,  Gesell.  He  was  elected  according  to  the  records  we  have  on 
October  26,  attended  one  meeting  in  1926,  two  in  1927,  two  in  1928,. 
one  in  1929,  one  in  1930,  and  one  in  1931  and  finally  resigned  April 
28,  1931.  He  was  one  of  the  New  York  directors  to  whom  you  have 
referred,  was  he  not? 

Mr.  EcKER.  He  was  one  of  the  New  York  directors  and  also  one  of 
the  directors  whom  we  were  glad  to  have  on  the  board  and  did  not 
recognize  as  a  day-to-day  or  week-to-week  committee  worker;  he  was 
not  on  any  of  the  committees. 

Mr.  Gesell.  Now  on  June  27,  1930,  did  he  not  write  you  the 
following  letter?     [Reading  from  "Exhibit  No.  239":] 

I  was  greatly  disappointed  when  just  as  I  was  leaving  my  office  to  attend  the 
directors  meeting  on  the  24th  matters  came  forward  which  made  it  impossible  for 
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me  to  get  away.  This  has  happened  so  often  in  the  past  and  my  attendance  at 
meetings  has  been  so  infrequent  that  I  am  driven  to  the  conclusion  that  I  should 
get  ofl'  the  board  and  permit  you  to  elect  someone  whose  attendance  can  be  more 
relied  upon.  I  quite  agree  that  no  member  of  any  board  of  directors  should 
complain  if  he  is  called  upon  for  half  a  day  once  a  month.  If  he  finds  it,  however, 
difficult  or  impossible  to  give  even  that  much  time,  I  think  he  should  get  out  of  the 
way. 

You  replied  in  your  letter  to  him  of  July  1  partly  as  follows  [reading 
from  "Exhibit  No.  240"]: 

I  wish  you  would  give  the  matter  further  thought  in  the  hope  that  your  decision 
will  be  otherwise.  I  have  understood  that  because  of  your  many  engagements 
it  was  not  always  convenient  to  attend  the  regular  meetings,  but  have  felt  tnat 
in  case  of  necessity  you  would  be  available. 

Do  I  gather  from  this  correspondence  that  as  in  the  case  of  Mr. 
Schwab  you  made  the  decision  that  the  man,  the  particular  director 
in  question,  should  remain  on  the  board  even  though  in  each  instance 
the  director  himself  felt  he  w^as  not  adequately  doing  his  duty  and 
service  to  the  company  as  a  representative  of  the  policyholders? 

Mr.  EcKER.  As  the  principal  executive  officer  with  the  responsi- 
bility that  goes  with  that  office,  I  was  expressing  my  individual  opinion 
for  such  weight  as  it  would  carry.  I  felt  it  my  duty,  as  I  have  said 
repeatedly,  to  very  jealously  guard  the  interests  of  and  render  the 
best  service  possible  to  secure  in  the  interests  of  the  poUcy holders. 
That  was  my  particidar  job. 

Mr.  Gesell.  Now  following  this  correspondence,  is  it  not  a  fact 
that  Mr.  Davis  was  again  nominated  on  the  administration  ticket  for 
service  for  another  period  of  time,  and  his  name  went  out  to  the 
policyholders  for  election? 

Mr.  EcKER.  If  that  is  the  record;  I  am  unable  to  say  that  without 
looking  it  up,  but  if  you  say  that  is  the  record  of  course  I  accept  it. 
He  was  a  very  outstanding  man,  a  very  useful  man,  and  one  that  we 
valued  as  a  director  of  the  company.  I  trust  you  will  bear  with  me 
if  I  repeat  that  service  is  not  Umited  to  just  attending  meetings; 
there  are  services  in  various  ways  that  are  helpful. 

Mr.  Gesell.  I  wish  to  offer  the  two  letters  I  have  read  in  evidence. 

(The  letters  referred  to  were  marked  "Exhibits  Nos.  239  and  240" 
and  are  included  in  the  appendix  on  p.  1539.) 

Mr.  Ecker.  After  all,  Mr.  Davis  was  a  Democratic  candidate  for 
President  of  the  United  States. 

Mr.  Gesell.  I  would  like  also  to  offer  in  the  record  at  this  time 
certain  facts  concerning  the  attendance  record  of  Mr.  D 'Alton  Corry 
Coleman.  Mr.  Coleman  was  elected  to  the  board  in  March  1929. 
He  attended  no  meetings  in  1929  and  1930  attended  one  meeting 
in  1931  and  1932,  none  in  1933,  one  in  1934,  two  in  1935,  one  in  1936, 
two  in  1937,  and  one  in  1938. 

Mr.  Ecker.  He  is  a  particular  instance  of  those  situations  to  which 
I  have  referred  where  we  secure  as  a  director  a  man  not  resident  in 
New  York  but  ready  to  come  at  any  time  that  we  tell  him  we  need  his 
services. 

Mr.  Gesell.  And  in  the  case  of  William  H.  Crocker,  another  of 
your  directors,  who  died  September  25,  1937,  during  the  last  5  years 
of  his  service  he  did  not  attend  any  meetings. 

Mr.  Ecker.  No;  he  was  ill,  his  wife  died,  and  he  wasn't  in  physical 
shape  to  travel,  but  we  never  had  a  more  valuable  man  on  the  board 
than  Will  Crocker,  who  almost  daily  went  to  our  office  on  the  Pacific 
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coast.  You  see  we  have  there  a  Pacific  coast  head  office  that  conducts 
all  of  the  affairs  that  our  home  office  conducts  with  the  exception  of  the 
investment  of  funds.  We  have  one  in  Canada  of  a  similar  character. 
There  is  a  man  on  the  coast  interested  in  our  business  to  the  extent 
of  making  him  a  frequent  visitor  at  our  office  there,  not  attending 
board  meetings — no  board  meetings  are  held  there — but  we  never 
had  a  more  enthusiastic  and  loyal  supporter  of  the  company  than 
Will  Crocker. 

Mr.  Gesell.  Now  article  IV,  section  4,  of  the  charter  which  has 
been  put  in  evidence  provides  that  nine  directors  shall  constitute  a 
quorum.^     Is  that  not  correct? 

Mr.  EcKER.  That  is  correct. 

Mr.  Gesell.  Is  it  not  a  fact  that  your  company  has  held  meetings 
of  its  board  of  directors  and  transacted  business  without  a  quprum 
being  present? 

Mr.  EcKER.  I  recall  no  instance  unless  it  was  sometime  some  years 
ago,  in  which  case  it  was  carefully  explained  to  the  board  at  the  next 
meeting  at  which  there  was  a  quorum  that  they  should  in  approving 
the  minutes  of  the  preceding  meeting  ratify  and  confirm  the  action  of 
that  meeting  as  the  action  of  the  meeting  when  there  was  a  quorum 
present.  Whether  that  has  always  been  done  in  just  that  form  I 
would  like  to  look  at  the  record  to  determine,  but  I  would  suppose 
it  had  been. 

Mr.  Gesell.  The  record  you  have  provided  us  indicates  that  at  the 
meeting  of  August  23,  1927 

Mr.  EcKER  (interposing).  Twenty-seven? 

Mr.  Gesell.  Yes;  August  23,  1927. 

Mr.  EcKER.  Twelve  years  ago? 

Mr.  Gesell.  That  is  correct,  I  think — that  there  were  six  directors 
present;  on  February  26,  1929,  seven  directors  present;  February  23, 
1927,  eight.  Those  would  be  three  instances  where  a  quorum  was 
not  on  hand.  I  would  like  you  to  provide  for  us,  if  I  might  suggest, 
Mr.  Chairman,  at  some  future  cofiv^enient  time,  the  minutes  of  those 
three  meetings  and  any  subsequent  action  that  the  board  took  to 
ratify  or  go  over  the  ground  of  the  business  transactions  at  those 
meetings. 

Mr.  Ecker.  May  I  not  call  attention  to  the  fact  that  under  the 
law  our  committees  have  full  power  in  matters  of  transfer  of  property, 
matters  of  investment,  or  anything  that  could  raise  any  question  as 
to  the  validity  or  authenticity  of  any  act  of  the  company,  and  doubt- 
less having  that  in  mind  the  committees  acted  with  full  authority  and 
the  proper  attention  was  not,  perhaps  should  have  been,  given  with 
reference  to  lack  of  quorum.  As  far  as  I  can  recollect,  it  has  been 
our  practice  (and  that  goes  back  a  dozen  years,  there  is  nothing  like 
that  noted  in  the  record  since  I  was  president  of  the  company),  and 
it  is  my  recollection  that  at  that  time  it  was  explained  to  a  subsequent 
meeting  of  the  board  at  which  there  was  a  quorum  that  their  approval 
of  the  minutes  would  be  considered  as  ratification  of  the  acts  at  the 
meeting  at  which  there  was  not  a  quorum  present. 

I  remember — may  I  add  one  more  word?  The  matter  com.es  back 
to  me,  and  n)y  mentioning  it  to  Mr.  Fiske,  who  was  President  of  the 
-company,  tliat  perhaps  we  should  adopt  a  resolution  which  in  sub- 
stance would  provide  that  the  minutes  of  a  meeting  at  which  there 

•See  "Exhibit  No.  238",  appendix,  p.  1530,  at  p.  1273. 
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was  not  a  quorum  presen  t  would  be  presented  for  approval  and  the 
acts  of  that  meeting  ratified  and  confirmed.  He  expressed  the  opinion 
to  me  as  a  lawyer  that  it  wasn't  necessary. 

Mr.  GESELL^  Now,  Mr,  Ecker,  you  have  also  referred  to  the  case  of 
Mr.  Taschereau.  Mr.  Taschereau  is  at  present  a  director,  is  he  not, 
but  is  not  up  for  renomination  on  the  administration  ticket?  Is  that 
not  correct? 

Mr,  Ecker,  That  is  correct;  yes. 

Mr.  Gesell.  He  is  now  a  director. 

Mr.  Ecker.  He  is  now  a  director,  and  he  is, not  up  for  election  on 
the  ticket. 

Mr.  Gesell.  Mr.  Taschereau  was  elected  in  1922  to  the  board,  was 
he  not? 

Mr.  Ecker.  If  that  is  the  record;  yes.  I  don't  pretend  to  remem- 
ber the  date.     I  know  it  was  back  there  sometime  ago. 

Mr.  Gesell.  Now  let  me  ask  you  whether  it  is  not  a  fact  that  Mr. 
Taschereau  has  never  attended  a  single  meeting  of  the  board  of 
directors  since  he  joined  the  board. 

Mr.  Ecker.  I  believe  I  said  that,  Mr.  Chairman. 

The  Chairman.  He  is  a  Canadian? 

Mr.  Ecker.  Yes. 

Mr.  Gesell.  Was  that  fact  ever  called  to  the  attention  of  the 
policyholders  on  the  many  occasions  when  his  name  was  resubmitted 
to  them  on  the  administration  ticket  for  approval? 

Mr.  Ecker.  Are  you  perfectly  serious  about  asking  me  about  call- 
ing the  attention  to  an  incident  of  that  nature  to  29  millions  of 
policyholders?     How  can  they  do  it? 

Mr.  Gesell.  My  question  was,  did  you  ever  call  it  to  their  atten- 
tion? 

Mr.  Ecker.  I  am  trying  to  think  how  I  could  possibly  have  done  it. 

Mr.  Gesell.  His  name  was  submitted  to  the  pohcyhqlders  on  many 
occasions  on  the  administration  ticket  as  a  valuable  director  for  the 
company  to  have  to  represent  the  policyholders'  interests,  and  the 
fact  of  his  nonparticipation  in  the  affairs  of  the  company  were  not 
called  to  his  attention,  is  that  a  fact? 

Mr.  Ecker.  It  is  a  fact  that  the  administration  ticket  was  sub- 
mitted to  the  policyholders.  Comments  are  not  made  on  the  services 
rendered  by  the  individual  directors  in  the  way  of  advice  to  policy- 
holders.    I  know  of  no  occasion  that  that  has  been  done. 

Mr.  Gesell.  On  April  20,  1938,  you  wrote  Mr.  Taschereau  partly 
as  follows.  After  advising  him  that  it  was  necessary  to  prepare  the 
new  administration  ticket,  you  said  [reading  from  "Exhibit  No.  241"]: 

I  hardly  need  tell  you  how  much  we  have  valued  the  inclusion  of  your  distin- 
guished name  in  the  list  of  our  directors.  You  have  honored  the  company  by 
being  one  of  its  directors  for  the' past  16  years.  We  have  had  much  satisfaction 
in  the  feeling  of  your  interest  in  the  company  and  its  activities. 

It  has  transpired,  however,  that  you  have  been  unable  to  attend  the  meetings 
of  the  board  and  I  am  afraid  that  is  a  situation  which  should  not  be  permitted 
to  continue.  I  assume  that  you  are  not  likely  to  find  it  convenient  to  attend 
such  meetings  in  the  future  and  I  am,  therefore,  wondering  whether  at  this  time 
you  would  like  to  consider  whether  the  board  should  renominate  you. 

Now,  why  did  this  question  come  up  with  Mr.  Taschereau  some 
16  years  after  he  had  been  elected?  Would  it  not- have  been  more  in 
the  interest  of  the  policyholders  to  have  brousH'this  matter  up  with 
him  much  sooner  than  after  this  16-yefif  period? 

124.49t— 39— pt.  4 1       -  -= 
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Mr.  EcKER.  It  seems  to  me  that  is  like  asking  if  it  wouldn't  have 
been  better  to  invest  money  in  something  other  than  a  particular 
transaction  in  which  we  had  suffered  loss.  I  beUeve  Mr.  Taschereau 
did  render  a  valuable  service  to  the  policholders,  although  his  record 
of  attendance  was  nil. 

Mr.  Gesell.  Do  I  understand  the  record  of  attendance  becomes 
important  only  after  a  period  of  16  years  of  nonattendance  at  the 
meetings? 

Mr.  EcKER.  I  don't  Imow  whether  that  is  a  serious  question  or  not. 

Senator  King.  Too  didactic. 

Representative  Eeece.  Mr.  Chairman,  I  probably  shouldn't  say 
anything,  but  I  hardly  think  it  is  proper  for  the  witness  to  make' 
suggestion  as  to  whether  the  question  is  serious  or  not. 

Mr.  Ecker.  Mr.  Chairman,  if  I  have  transgressed,  I  am  sorry. 
I  am  just  thinking  that  here  is  a  great  institution  that  has  been  carried 
on  with  quite  amazing  success,  as  has  been  testified  here.  It  has 
received  the  endorsement  certainly  of  the  public  to  the  extent  of  the 
large  number  of  policyholders  that  come  within  the  fold.  Their 
method  of  management  has  been  successful  so  far  as  I  have  any  idea 
that  it  would  be  possible  to  make  it  successful.  I  know  of  no  charges 
of  abuse  or  misconduct. 

The  Chairman.  How  many  poUcyholders  do  you  have  in  Canada, 
do  you  recall? 

Mr.  Ecker.  Probably  about  6  percent  in  round  figures.  Mr.  Bass- 
ford,  would  that  be  right,  about  6  percent  of  our  policyholders? 

Mr.  Bassford.  About  right. 

Mr.  EoKER.  It  would  be  somewhere  around  2,000,000. 

The  Chairman.  And  I  assume  as  a  gesture  toward  the  Canadian 
policyholders  you  felt  for  a  long  time  it  was  wise  to  have  some  promi- 
nent Canadian  on  your  board. 

Mr.  Ecker.  That  is  exactly  what  I  meant.    That  seemed  so  obvious. 

Mr.  Gesell.  I  think  that  matter  is  fully  covered  in  Mr.  Tasche- 
reau's  letter  that  I  am  about  to  read  into  the  record,  dated  April  27, 
1938.  Mr.  Taschereau  wrote  this  letter  in  which  he  acknowledges 
receipt  of  his  previous  letter  and  says  [reading  from  exhibit  No.  242]: 

Some  vears  ago,  while  in  New  York,  I  was  approached  by  the  then  president 
of  the  company,  Mr.  Haley  Fiske  and  was  asked  by  him  to  join  the  board.  Mr. 
Fiske  told  me  that,  on  account  of  his  Canadian  business  and  especially  of  the 
French  Canadian  clients  of  the  Metropolitan  Life  he  wished  to  add  on  the  board 
the  name  of  a  well-known  French  Canadian.  I  was  then  the  Prime  Minister  of 
the  Province  of  Quebec. 

It  was  distinctly  understood  at  the  time  that,  as  I  was  a  very  busy  man,  I  could 
not  attend  the  meetings  of  the  board,  and  I  accepted  the  honor  offered  to  me 
under  this  distinct  condition  which  Mr.  Fiske  told  me  he  fully  understood.  Need- 
less to  say  that  I  was  not^invited  for  the  services  that  I  could  render  to  a  board 
composed  of  so  distinguished  men. 

Is  it  customary,  Mr.  Ecker,  to  approach  men  with  respect  to -their 
coming  on  the  board  of  directors  and  enter  into  understandings  such 
as  is  indicated  in  tliis  latter? 

Mr.  Ecker.  I  can  only  speak  for  myself.  I  have  not,  and  I  know 
of  none,  but  I  should  say  that  the  present  administration  has  sought 
to  get  men  of  the  caliber  I  referred  to,  and  at  the  same  time  we  felt 
it  important  to  get  new  blood  in  our  board  of  younger  people,  and 
you  will  see  that  some  of  the  later  additions  to  the  board  are  not  men- 
of  the  years  that  some  of  the  others  were.     In  a  sense,  that  was 
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getting  an  average,  too.  Some  of  our  men  who  had  been  there  a  long 
time  and  served  the  company  faithfully  were  getting  along  in  years 
and  it  seemed  unnecessary  under  the  circumstances  to  ask  them  to 
withdraw,  and  we  have  been  filling  our  vacancies  with  men  of  younger 
years. 

You  can  see  from  my  correspondence  that  we  had  in  mind  that  it 
v/as  undesirable  for  Mr.  Taschereau  to  continue,  no  matter  what  his 
understanding  was  at  the  time.  I  did  not  know  about  that  under- 
standing until  he  called  it  to  my  attention.  I  wasn't  at  all  surprised 
about  it  because  it  is  something  that  came  about  in  an  administration 
of.  other  years.  Conditions  are  changing  and  we  are  seeking  to  keep 
abreast  of  the  time,  even  in  the  matter  of  selecting  our  directors. 

Mr.  Gesell.  I  would  like  to  oflfer  for  the  record  the  two  letters, 
portions  of  which  I  have  just  read. 

The  Chaipman.  They  may  be  received. 

(The  letters  referred  to  were  marked  "Exhibits  Nos.  241  and  242" 
and  are  included  in  the  appendix  on  p.  1540.) 

Mr.  Gesell.  Can  you  tell  me,  Mr.  Ecker,  what  services  Mr. 
Taschereau  performed? 

Mr.  Ecker.  Specifically,  no.  I  can  tell  you  that  he  did  stand  very 
high  in  the  community.  His  acting  as  a  director  of  the  company 
was  an  endorsement  of  the  company,  and  in  Canada  I  know  that 
means  a  good  deal  among  the  French  Canadians.  They  have  high 
respect  for  men  in  public  life  and  there  couldn't  be  anything  about  a 
company  that  wasn't  entitled  to  their  respect  if  Mr.  Taschereau  was 
a  director. 

In  addition  to  that,  I  can't  give  you  specific  cases,  but  I  haven't 
the  shghtest  doubt  that  our  people  in  Canada  consulted  and  talked 
with  Air.  Taschereau  about  matters  that  had  to  do  with  the  manage- 
ment of  the  company's,  affairs. 

Senator  King.  Do  you  have  a  local  office  there? 
Mr.  Ecker.  Oh,  yes,  we  have  a  head  office,  just  as  we  have  on  the 
Pacific  coast.  "We  have  a  head  office  in  Ottawa,  opposite  the  parlia- 
ment buildings,  a  very  fine  building  for  our  purposes.  We  have  a  large 
staff  up  there.  About  10  percent  of  all  our  business  is  received  in 
Canada.     We  have  a  large  number  of  employees  in  that  office. 

Mr.  Gesell.  May  I  ask  you  with  respect  to  all  these  instances 
which  we  have  reviewed  whether  any  effort  was  made  to  acquaint 
the  policyholders  as  the  names  were  put  up  again  and  again  for 
renomination  and  election  of  the  degree  to  which  these  particular 
directors  had  attended  the  meetings  of  the  board  of  directors,  and 
participated  through  that  means  in  the  affairs  of  the  company? 

Mr.  Ecker.  Would  it  be  lacking  in  courtesy  or  out  of  place  for 
me  to  say  that  I  can  only  think  of  that  as  my  saying  to  the  poUcy- 
holders  in  some  formal  commuincation  that  the  men  who  had  been 
nominated  on  the  administration  ticket  were  in  any  respect  unfit  to 
serve.  I  can't  conceive  of  that  as  possible,  and  again  it  seems  to 
me  that  is  so  obvious  that  it  isn't  a  suitable  questiori.  Of  course, 
I  didn't.  Our  action  with  policyholders  consisted  in  advising  them 
of  the  men  who  had  been  nominated. 

Mr.  Gesell.  My  question  was  somewhat  prompted  by  a  letter 
directed  to  Mr.  Lincoln  on  March  18,  1935,  by  John  H.  Almy,  super- 
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intendent  of  agencies  of  your  Pacific  coast  head  ofl&ce,  in  which  he 
states  [reading  from  "Exhibit  No.  243"]: 

It  has  come  to  my  attention  that  an  unusual  interest  has  been  developed  in  the 
field  iu  the  matter  of  getting  policyholders  to  vote  for  directors.  On  several 
occasions  the  agents  have  told  me  that  policyholders  are  asking  many  questions 
about  the  various  directors  whose  names  appear  on  the  ballot.  Managers  also 
tell  ine  that  their  agents  are  making  inquiry  and  asking  for  information  about 
the  directors.  People  want  to  know  who  they  are,  what  position  in  public  and 
private  life  they  hold,  as  well  as  where  they  have  their  business  location. 

I  pass  this  information  along  for  what  value  it  may  be  to  you,  but  it  does  occur 
to  me  that  it  would  be  a  nice  thing  if  our  entire  field  force  would  have  some 
knowledge  of  each  of  our  directors  in  order  that  they  would  be  in  a  position  to 
answer  such  direct  questions. 

Coming  from  a  person  Hke  Mr.  Almy,  did  not  that  letter  suggest  to 
you  and  your  fellow  officers  the  necessity  of  bringing  more  information 
concerning  the  directorships  to  the  policyholders? 

Mr.  EcKER.  I  believe  that  our  directors  are  all  men  who  are. very 
well  known,  and  we  have  not  followed  the  practice  (in  our  judgment 
we  thought  it  unnecessary)  of  some  other  companies  which  have  pub- 
lished a  photograph  of  all  of  their  directors.  Someone  laughed  at  it 
and  called  it  a  rogues'  gallery,  and  it  was  just  a  question  of  judgment 
of  what  is  necessary.  The  man  we  have  selected  on  the  coast,  where 
that  came  from,  was  one  of  the  most  prominent  citizens  there.  It 
wasn't  necessary  to  tell  our  field  force  anything  about  William  H. 
Crocker.  A  suggestion  of  that  kind  would  be  considered  in  the  light 
«of  the  circumstances  and  its  application. 

Mr.  Gesell.  After  the  receipt  of  this  letter 

Mr.  EcKER  (interposing).  May  I  just  say  to  you  that  our  directors 
are  not,  if  you  look  at  the  list  of  them,  men  who  would  not  have  their 
own  judgment  about  matters  that  have  to  do  with  the  conduct  of  the 
affairs.  Sometifnes  people  use  the  term,  "rubber  stamps."  I  don't 
know  any  man  on  our  board  that  might  be  said  to  be  a  rubber  stamp. 

Mr.  Gesell.  The  specific  question,  Mr.  Ecker,  is  whether  or  not 
anything  was  done  by  the  rnanagement  of  the  Metropolitan  when  this 
letter  came  to  their  attention  to  give  more  information  concerning  the 
directors  to  the  policyholders.     That  is  the  question  I  have  in  mind. 

Mr.  Ecker.  Was  that  a  question  from  the  policyholders?  It  was 
a  question  from  one  of  our  men  in  the  field  who  made  a  suggestion. 
We  welcome  suggestions  from  our  employees  all  the  time,  whether  it 
be  a  messenger  or  whether  it  be  an  agent  or  a  manager  or  what-not, 
and  everytliing  that  comes  to  us  from  anyone  in  our  organization 
receives  consideration,  and  I  say  that  received  consideration. 

Mr.  Gesell.  Was  anything  done  about  it? 

Mr.  Ecker.  I  don't  know.  By  saying,  "Was  anything  done?"  did 
we  then  put  out  the  information  that  was  there  suggested  to  all  of  our 
policyholders?  I  have  no  recollection  of  doing  it,  but  it  was  considered 
and  the  course  of  action  adopted  was  a  considered  course. 

Mr.  Gesell.  I  was  somewhat  troubled  in  this  connection  by  a  por- 
tion of  Mr.  Lincoln's  reply,  in  which  he  says  that  he  was  somewhat  at 
a  loss  to  explain  the  special  interest  indicated  by  this  letter,  because 
no  similar  reports  had  been  received  from  other  territories:  Does  that 
mean  that  you  do  not  expect  the  policyholders  to  have  an  interest  in 
matters  such  as  were  called  to  your  attention  here? 

Mr.  Ecker.  It  doesn't  mean  that  at  all.  If  I  may  be  permitted  to 
explain  Mr.  Lincoln's  letter,  it  means  that  we  seek  to  do  the  thing 
that  seems  to  us  best  adapted  to  all  of  the  situations,  and  here  is  one 
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particular  location  from  which  that  particular  inquiry  came.  We  have 
10  other  locations  from  which  no  similar  inquiry  came.  Could  we 
therefore  consider  that  the  one  instance  made  an  indication  of  the 
desire  of  the  majority?  Nothing  else  could  I  understand  in  that  letter 
but  just  that  thing.  If  this  were  something  that  frequently  came  to 
us,  certainly  we  would  be  doing  it.  This  was  a  single  instance,  and 
evidently  it  was  Mr.  Lincoln's  view  that  that  didn't  indicate  or  evi- 
dence the  view  of  a  sufficient  number  to  have  it  made  a  general  practice 

Mr.  Gesell.  I  would  like  to  offer  this  correspondence  for  the  record. 

The  Chairman.  Without  objection,  it  is  received. 

(The  correspondence  referred  to  was  marked  "Exhibit  No.  243"  and 
is  included  in  the  appendLx  on  p.  1541.) 

The  Chairman.  Did  I  understand  there  were  no  other  letters  of  this 
character? 

Mr.  EcKER.  Mr.  Lincoln  says  so.  He  says  in  the  letter  there  were 
no  others. 

The  Chairman.  That  is  your  experience  too? 

Mr.  EcKER.  We  have  never  had  any  case  just  like  that,  any  other 
instance.  The  volume  of  our  files  accumulates  correspondence  by  the 
truckload  weekly,  and  it  is  interesting  to  note  the  little  correspondence 
we  have  from  the  policyholder  and  how  rare  it  is  for  him  to  "jvrite 
at  all;  and  then  I  can't  recall  an  instance  where  there  was  a  policy- 
holder's complaint  of  the  management  of  the 'company.  The  cor- 
respondence with  policyholders  has  been  almost  entirely  confined  to 
complaint  on  a  particular  policy — he  didn't  get  the  dividend  he  looked 
for,  he  didn't  understand  why,  having  a  disability  clause  in  his  policy, 
he  had  a  less  dividend  on  one  policy  than  the  one  he  received  on  one 
in  which  there  wasn't  this  disability  provision — things  of  that  kind. 

And  then  an  important  thing  is  that  upward  of  40  percent  of  any 
business  is  written  upon  the  hves  of  people  who  are  already  insured — 
old  business  of  the  company,  as  it  were.  That  is  an  endorsement  of 
the  policyholders'  view  of  the  management  of  the  company. 

Mr.  Gesell.  Are  these  directors  pohcyholders? 

Mr.  Ecker.  They  may  or  may  not  be.  They  are  not  required  to 
be  by  law. 

Mr.  Gesell.  I  asked  yoji  whether  they  were  or  not.  Do  you  kiji^w 
at  all,  Mr.  Ecker,  about  that? 

Mr.  Ecker,  I  know  that  some  are.  I  do  not  knew  wlrether  they 
all  are. 

Mr.  Gesell.  I  take  it,  then,  that  isn't  a  factor  considered  in  the 
selection  of  the  directors? 

Mr.  Ecker.  It  has  never  been  in  my  mind. 

The  Chairman.  It  is  not  required  by  the  statute? 

Mr.  Ecker.  No,  sir.  There  was  a  time  when  our  charter  required 
it,  when  it  was  a  stock  company — that  they  either  held  stock  or  policies 
of  life  insurance  or  annuity  contracts.  That  is  not  a  present  provi- 
sion of  either  the  charter  or  the  State  law. 

Mr.  Gesell.  Has  it  occurred  that  on  some  occasions  directors  have 
been  nominated  and  elected  to  the  board  without  their  approval  or 
consent? 

Mr.  Ecker.  I  don't  recall  any  instance  where  they  were  elected  to 
the  board  without  approval  or  consent.  They  were  nominated  and 
afterward  we  found  that  we  were  unable  to  get  their  consent  to  serve. 
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Another  thing  I  might  have  touched  on  in  this  selection  of  directors, 
havingmade'your  searching  inquiry  and  weighing  the  quahfication  of 
the  man  to  serve  as  a  director,  you  then  have  to  get  him  to  serve,  and 
it  not  infrequently  happens  that  it  is  becoming  difficult  to  get  men. 
It  not'oply  frequently  happens  we  can't  get  consent,  but  it  becomes 
increasingly  difficult  to  get  men  of  the  type  we  have  been  searcliing 
for  to  serve  as  directors. 

Mr.  Gesell,  Have  the  majority  of  the  directors  selected  in  recent 
years  been  chosen  by  the  executive  officers  of  the  company? 

Mr.  EcKER,  They  have  never  been  chosen  by  the  executive  oJEcers 
of  the  company.  They  have  often  been  suggested  by  the  executive 
officers,  but  they  are  chosen  after  discussion  with  other  members  of 
the  board. 

I  do  not  know  any  instance  in  wliich  the  action  was  solely  that  of 
one  executive  officer. 

Mr.  Gesell.  No;  the  board  must  meet  and  approve  the  nomination 
of  every  man.  _  . 

Mr.  EcKER.  I  mean  more  than  that.  The  selection  of  directors, 
we  feel,  is  of  so  much  iniportance  that  it  is  a  matter  of  conversation 
and  discussion  and  consideration.  Then,  of  course,  under  our  bjdaws, 
after  the  nomination  is  made  it  must  lie  over  for  4  weeks  before  it  is 
acted  upon,  which  gives  ample  opportunity  for  notice  to  every  member 
of  the  board,  and  for  discussion ;  and  then  I  have  in  mind,  and  I  ask  you 
to  please  have  in  mind,  that  we  send  a  copy  of  oui*  minutes  to  any 
absent  director  so  that  he  knows. 

Mr.  Gesell.  We  have  concluded  the  presentation  of  the  facts  with 
respect  to  this  particular  matter.  If  anyone  on  the  committee  has 
any  general  questions,  Mr.  Chairman,  concerning  it  that  they  would 
like  to  ask,  this  would  be  a  good  time. 

The  Chairman.  Do  any  members  of  the  committee  desire  to  pursue 
this  matter? 

Senator  King.  I  suppose,  Mr.  Ecker,  you  make  your  reports  as 
required  by  statute  to  the  insurance  organization  of  New  York? 
*  Mr.  Ecker.  Yes. 

Senator  King.  And  they  have  a  superintendent  of  insurance. 

Mr.  Ecker.  A  superintendent  of  insurance;  yes. 

Senator  King.  And  do  they  examine  your  books  and  accounts? 

Mr.  Ecker.  They  are  required  by  law  to  examine  us  every  third 
year  and  the  task  is  so  considerable  I  testified  yesterday,  that  it  takes 
a  year  and  a  half  for  their  examiners  to  complete  an  examination,  so 
they  are  really  with  us  about  half  the  time,  and  they  are  very  thorough , 
very  efficient  and  Careful  in  their  examination. 

Of  course,  we  report  to  all  of  the  States  in  the  Union.  They  all 
have  the  riglit  to  examine  us  if  they  choose,  but  there  has  grown  up  a 
practice  lately  that  other  States  will  join  with  the  State  of  New  York, 
so  it  isn't  only  New  York  State  that  makes  the  examination. 

Senator  King.  So .  your  accounts  and  business  transactions,  the 
meetmgs  of  the  board,  indeed  everything  that  your  organization  does, 
is  open  to  inspection  and  examination  by  the  insurance  department 
of  New  York,  and  by  other  States  if  they  desire,  and,  as  you  indicate, 
they  frequently  join  \/ith  the  State  of  New  York  and  collaborate  in 
making  investigations  i  (^-quired  by  law. 

Mr.  Ecker.  Just  right.  Senator,  and  in  addition  to  that  we  send 
copies  of  the  minutes  referred  to, so  often  t5  the  superintendent  of 
insurance  so  he  can  keen  in  close  touch. 
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I  spoke  yesterday  of  the  instance 

Senator  King  (interposing).  I  don't  want  you  to  repeat.  I  wasn't' 
here. 

Mr.  EcKER.  I  spoke  yesterday  of  the  instance  of  policyholder 
control;  that  was  a  control  that  was  of  value  to  the  policyholder  in 
conjunction  with  the  careful  and  critical  regulation  of  a  department 
that  examines  every  transaction  of  the  company,  that  is,  insurance 
department,  where  if  there  be  any  abuse  or  anything  that  should  be 
called  to  the  attention  of  the  policyholder,  it  would  inevitably  be  made 
public,  and  then  the  policyholder  would  exercise  his  franchise  and 
elect  a  board  of  directors  to  correct  any  evil  or  abuse  that  had  grown 
up  in  the  management. 

Mr.  Arnold.  I  understood  that  one  of  the  considerations  in  your 
urging  Mr.  Schwab  to  stay  was  a  sort  of  reward  for  past  services. 

Mr.  EcKER.  Oh,  no ;  not  a  reward  for  past  services,  no ;  a  recognition 
of  his  valuable  service  in  the  past  and  our  hope  to  continue  him  on  the 
board.  May  I  add  this:  Service  as  a  director  is  like  service  in  any 
other  line.  If  you  had  a  man  a  good  while,  he  knows  more  about  the 
business  and  with  less  time  can  render  more  valuable  service  than 
one  who  has  never  been  a  director  and  has  to  learn  the  business;  and 
when  we  have  a  valuable  old  Director  on  the  Board — just  because  he  is 
ill,  it  seemed  a  decent  thing  to  keep  him  there,  for  his  sake,  and  a 
worth-while  thing  for  the  company. 

We  had  one  director  who  got  quite  ill,  so  ill  he  was  mentally  inca- 
pacitated, and  I  had  some  conversations — I  said  I  had  because  I 
represented  the  board — with  his  son  that  it  was  undesirable  for  him 
to  stay  on  the  board,  and  his  son  finally  wrote  the  letter.  That 
correspondence  hasn't  been  presented.  I  didn't  know  but  what  the 
examiner  might  refer  to  it.  The  son  said  his  father  was  unable  to 
perform  the  duties,  and  therefore  felt  that  he  should  retire,  and  if  you 
read  the  record  only  it  looks  as  if  that  were  originated  by  the  son.  It 
wasn't.     It  was  originated  by  ^s,  and  that  was  his  way  of  putting  it. 

Mr.  Arnoli^.  I  wasn't  asking  the  question  in  a  critical  way,  but 
simply  to  find  out  the  various  considerations.  I  am  not  meaning  to 
be  critical  when  I  repeat  that  one  of  the  considerations,  then,  is  a  decent 
treatment  and  recognition  of  past  services,  and  take  out  the  question 
•  of  reward,  omit  that. 

Mr.  EcKER.  Well,  having  called  on  his  services  at  all  times  and  as 
an  experienced  director  of  the  company 

Mr.  Douglas  (interposing).  But  this  does  suggest,  at  least,  Mr. 
Ecker,  what  the  real  functidn  of  a  director  is  or  should  be.  You  have, 
I  gather  from  these  statistics,  a  majority  of  the  board  who  are  fairly 
active.     As  I  recall,  there  was  an  average  of  about  15. 

Mr.  Ecker,  Fifteen  or  sixteen  or  seventeen  there;  yes. 

Mr.  Douglas.  But  there  has  been  a  substantial  minority  who 
have  been  rather  inactive. 

Mr.  Ecjs:er.  And  the  attendance  is  almost  100  percent  attendance 
of  the  active  ones,  may b0  not  100  but  a  very  good  percentage  of  those 
that  you  would  call  active. 

Mr.  Douglas.  You  have  a  majority  of  a  working  board,  and  you 
have  a  minority  of — would  it  be  unfair  to  characterize  it  as  an  honorary 
board? 

Mr.  Ecker.  No,-^  that  would  be  unfair  because  all  are  the  same,  but 
it  is  jecognized  that  some  could  not  be  as  active  aS  others. 
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Mr.  Douglas.  In  the  actual  performance  of  director's  functions? 

Mr.  EcKER.  The  functions  depend  on  circumstance.  It  wouldn't 
apply  to  all  of  them.  There  was  a  man  on  the  Pacific  coast  who 
couldn't  ettetid  a  meeting  here  for  4  or  5  years,  but,  frequently  visited 
our  head  office  there  and  was  close  to  the  business  and  rendering 
service  to  the  company.  I  see  that  you  are  agreeing  with  me  that  it 
should  be  recognized  that  some  men  may  be  selected  for  services  that 
are  not  where  they  are  expected  to  attend  weekly  meetings  and 
meetings  of  the  committees. 

Mr.  Douglas,  I  wasn't  suggesting  that  that  was  a  proper  role  for 
directors. 

Mr.  EcKER.  Not  proper,  but  it  couldn't  be  avoided. 

Mr.  Douglas.  Has  your  company,  for  example,  ever  considered  the 
idea  df  paid  directors? 

Mr.  EcKER.  On  salaries,  as  the  English  practice,  you  mean? 

Mr.  Douglas.  Yes. 

Mr.  EcKER.  We  have  talked  about  it,  yes. 

Mr.  Douglas.  You  never  did  anything  about  it? 

Mr.  EcKER.  We  never  did  anything  of  that  sort.  That  would 
mean  to  haVe  men  there  all  the  time,  and  I  just  wonder  whether  a 
director  in  daily  attendance  is  any  different  from  a  vice  president  or 
president  in  daily  attendance.     Isn't  it  the  same  thing? 

Mr.  Douglas.  We  all  know  instances  in  corporation  history  of  this 
country— X  am  not  speaking  now  about  Metropohtan — where  direc- 
tors have  been  chosen  merely  for  window  dressing.  That  has  not 
been  an  unusual  practice. 

Mr.  EcKER.  Maybe  those  were  the  rubber  stamps  you  referred  to. 
We  haven't  any. 

Mr.  Douglas.  It  is  not  necessarily  to  be  classified  with  rubber- 
stamp  directors  or  dunmiy  directors,  but  a  man  whose  name  is  a 
prominent  name  and  who  carries  prestige  and  influence.  I  take  it 
that  has  at  times  been  a  consideration  in  the  selection  of  the  adminis- 
tration ticket  by  the  Metropolitan. 

Mr.  EcKER.  Not  dehberately,  expecting- they  wouldn't  render  any 
other  service  than  that  performed  by  having  their  name  in  the  window, 
no;  but  it  just  works  out  that  way.  It  isn't  possible  toget  men  of  the 
type  I  am  speaking  of — 24  or  25  working  directors — and  itis  becoming 
increasingly  difficult  to  get  any  directors  who  could  qualify  as  a  direc- 
tor of  a  great  insurance  company. 

Mr.  Douglas.  I  know  some  corporation  officials  who  are  seriously 
thinking  of  reducing  the  size  of  their  board,  making  them  into  more 
workable,  compact  units.     Have  you  considered  that? 

Mr.  EoKKR.  Some  of  the  banks  have  done  that.  We  have  not 
given  ioiisidcration  to  that;  no.  It  would  necessitule  ji,  cliange  in  the 
charter;  that  is  simple  enough,  but  if  a  majority  of  the  board  must  be 
^esiden^s  of  the  State  of  New  York,  we  have  a  factor  to  give  serious 
consideration  thereto,  don't  you  see.  There  is  always  thp  question  of 
whether  it  is  better  to  have  a  board  of  representative  men  located  in 
difffriiit  sections  of  the  coimtry.  We  think  that  is  of  value  to  us,  and 
if  we  lose  that,  then  we  might  come  back  to  liaAang  all  of  our  directors, 
or  nmoh  more  than  a  majority  of  them,  res'd'='j>ts  in  New  York. 

Air.  n<^T'GLAS.  Is  it  your  philosophy  thau  the  constitution  of  the 
board  ahouki  take  into  consideration  having  on  the  board  as  members 
a  muu»tity  \vh-  will  bring  the  company  some  prestige  but  who  cannot 
be  expected  to  participate  in  the  dehberations  of  the  management? 
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Mr,  EcKER.  Mr.  Douglas,  I  feel  that  is  applicable  to  everyone,  that 
we  have  no  one  on  the  board  who  doesn't  bring  prestige  to  the  com- 
pany, not  one.  There  is  no  one  selected  to  be  just,  should  I  say,  an 
active,  clerical  working  director  who  doesn't  measure  up  in  every 
respect  to  the  standard  I  have  spoken  of. 

Mr.  Douglas.  Except  a  minority  who  do  not  attend  and  par- 
ticipate in  the  deliberations  where  policies  are  formulated. 

Mr.  EcKER.  No;  I  except  none.  I  recognize  in  the  natural  course 
of  things  we  cannot  get  25  men,  particularly  if  some  of  them  are 
residents  away  from  New  York,  to  give  all  the  attention  that  must 
be  given  to  the  transactions  which  are  handled  by  committees.  I 
tried  to  make  that  differentiation,  that  the  detail  work  is  done  by 
committees.  For  that  purpose  we  have  established  what  I  call  the 
working  members  of  the  board,  but  those  men  in  our  estimation  are 
of  the  same  character  with  respect  to  standing,  reputation,  and 
integrity  as  all  others. 

Mr.  Douglas.  I  am  not  questioning  that.  I  am  just  tliinking  of 
the  traditional  function  that  directors  are  supposed  to  perform,  and 
whether  or  not  directors  who  do  not  direct  actually  have  any  place 
in  a  position  of  management. 

Mr.  EcKER.  I  feel  that  our  men  do  direct  and  when  they  are  not 
attending  meetings,  they  get  the  fullest  information  from  the  minutes 
that  are  sent  to  them  and  there  isn't  any  part  of  the  company's  oper- 
ations they  are  not  informed  on.  I  feel  they  direct.  We  haven't 
any  men  who  do  not  direct. 

Mr.  Douglas.  Even  though  they  do  not  actually  deliberate  in  the 
formulation  of  policy? 

Mr.  EcKER.  Even  though  they  may  not  attend  all  meetings. 

Mr.  Douglas.  But  the  meeting  place  is  the  point  where  effective 
direction  of  policy  can  be  had,  and  only  that,  isn't  it? 

Mr.  EcKER.  Yes;  that  is  true,  but  when  they  are  informed  of  the 
transactions  of  the  company,  they  are  men  who  read  those  minutes 
and  if  there  is  anything  there  that  should  call  for  comments,  I  feel 
they  would  make  it  just  the  same  as  they  would  make  it  in  our  board 
meetings. 

Now  our  board  meetings  necessarily  record  actions  that  are  taken 
by  motion.  There  isn't  the  record  there  of  the  free  discussion  and 
free  conversation  that  goes  on  with  respect  to  many  of  the  transactions. 
It  may  be  policy  of  the  company,  it  may  be  a  question  of  dividends, 
it  may  be  a  question  of  investment  of  one  type  or  another,  but  the 
only  record  that  will  appear  there  when  you  look  at  it  is  that  upon 
motion,  such  and  such  action  was  taken. 

Mr.  Arnold.  Am  I  correct  in  coming  to  the  conclusion  that  for  the 
various  reasons  which  you  have  stated,  you  have  roughly  two  classes 
of  directors,  some  who  are  expected  to  attend  meetings  and  some 
who  are  not? 

Mr.  EcKER.  I  wouldn't  say  that  for  a  moment.  ^Tien  elected,  we 
expect  them  all  to  attend  meetings.  You  have  a  sort  of  desideratum 
over  years,  but  a  few  men  have  been  ill,  one  man  says,  "I  was  never 
expected  to  attend" — that  wasn't  an  agreement  made  with  me  and 
that  is  an  outstanding  exception— and  just  going  along  with  the 
natural  course  of  business,  it  transpires  after  a  while  that  those  that 
may  have  expected  to  attend  find  they  can't,  or  those  who  did  attend 
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regularly  firid  they  are  no  longer  able  to  cio  so.  You  are  dealing  ^i-ith 
24  men. 

Mr.  Arnold.  I  wasn't  speaking  of  agreements  made  in  advance, 
but  it  seemed  to  me  that  in  the  light  of  this  correspondence  the 
directors  •  did  somewhat  automatically  fall  into  those  two  classes. 

Mr.  EcKER.  In  the  natural  order  of  things,  yes;  but  the}'  weren't 
selected  to  be  so  classified. 

Mr.  Arnold.  Granted  that,  but  those  two  types  of  directors  do 
become  somewhat  crystallized,  those  you  and  the  board  think  are 
very  valuable  whether  they  attend  meetings  or  not,  and  those  who 
are  expected  to  attend  meetings. 

Mr.  EcKER.  Except,  of  course,  you  have  an  instance  of  one  man 
that  wasn't  attending,  where  we  felt  that  it  wasn't  right  for  him  to 
continue  and  we  took  up  the  matter  in  his  case. 

Mr.  Arnold.  I  take  it  you  felt  that  maybe  he  was  not  performing 
the  services.    '   ^ 

Mr.  EcKER.  We  felt  under  the  changed  conditions  he  should 
recognize  an  obligation  to  come  to  meetings. 

The  Chairman.  You  have  had  a  long  experience  with  the  activities 
of  directors  of  various  corporations,  Mr.  Ecker? 

Mr.  EcKER.  Yes,  I  have. 

The  Chairman.  Would  you  care  to  express  an  opinion  to-this-com- 
mittee  as  to  the  degree  to  which  directors,  as  a  rule,  of  the  large  cor- 
porations attend  actively  to  the  duties  or  to  the  functions  of  the  office? 

Mr.  EcKER.  As  a  general  thing  I  should  think  the  companies  I 
have  had  opportunity  to  observe  show  about  the  same  record  as  our 
own.  Where  there  was  a  large  board,  there  are  a  few  that  are  very 
regular  in  their  attendance;  there  are  some  that  are  irregular. 

The  Chairman.  But  it  is  becoming  increasingly  difficult,  is  it  not, 
to  get  the  attendance  of  directors? 

Mr.  Ecker.  Yes;  it  is;  and  as  I  have  said,  increasingly  difficult  to 
get  directors,  to  get  men  to  serve  as  directors. 

The  Chairman.  To  what  do  you  attribute  that  difficulty? 

Mr.  Ecker.  The  difficulty  in  attending  simply  means  occupation 
and  that  they  are  so  much  engrossed  in  other  tilings  they  are  unable 
to  get  there  because  they  are  men  of  affairs  and  prominent  in  their 
business. 

Nov/,  as  to  the  difficulty  of  getting  people  to  serve  on  boards,  it  is 
much  of  the  same  character.  I  think  that  men  that  serve  on  boards 
of  directors  are  becoming  more  sensitive  to  their  obligations,  and  it 
means  a  greater  sacrifice.  It  is  a  better  understanding  of  what  the 
nature  of  the  business  is. 

The  Chairman.  My  question  has  nothing  to  do  particularly  with 
Metropolitan.     There  is  no  sense  of  criticism  at  all. 

Mr:  Ecker.  I  am  trying  to  think  of  it 

The  Chairman  (interposing).  I  am  aware  of  the  fact,  as  ^  am  sure 
everybody  who  is  studying  this  problem  is  aware  of  it,  that  during 
several  3^ears  past  there  has  been  an  increasing  amount  of  thought 
about  paid  directors,  as  Chairman  Douglas  suggested,  and  discussion 
of  that  method  was  particularly  active— if  that  is  a  proper  word — 
immediately  after  the  McKesson  &  Bobbins  affair,  and  I  was  wonder- 
ing what  your  opinion  would  be,  with  all  your  experience,  with  respect 
to  the  value  of  such  procedure. 
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Mr.  EcKER.  I  have  expressed  it.  As  I  said  to  Mr.  Douglas,  I 
don't  see  the  difference  between  a  director  who  is  paid  for  full  time 
and  a  vice  president  or  a  president  who  are  charged  with  the  same 
responsibility.  '  • 

The  Chairman.  What  do  you  consider  to  be  the  function  of  a 
director,  then? 

Mr.  EcKER.  It  is  first  independent  judgment  in  the  conduct  of 
the  affairs  of  the  company.  Ifc  is  an  opportunity  to  get  the  composite 
opinion  of  a  body  of  representative  men  in  matters  that  have  to  do 
with  the  policy  in  connection  with  the  conduct  of  the  affairs  of  the 
company.  Then  in  individual  cases  these  are  all  men  of  experience  in 
business  and  you  get  the  advantage  of  the  \visdom  that  comes  from 
the  coimsel  of  several  instead  of  one  or  two.  And  then  there  is  always 
great  value,  as  I  see  it,  in  an  outside  point  of  view.  A  fellow  that  is 
fight  close  to  his  proposition,  working  right  close  to  it,  doesn't  ahvays 
get  the  perspective  that  gives  him  as  good  a  view. 

Mr.  Douglas.  You  could  get  that  with  your  paid  director,,  couldn't 
you,  because  the  fact  that  the  man  was  more  active  tlian  men  who  are 
around  once  a  month  wouldn't  mean  he  was  performing  the  same 
functions  as  a  president.  He  would  be  merely  supervising  rather 
than  paying  close  attention  to  details. 

Mr.  PACKER.  If  he  were  a  paid  director,  he  would  be  there  every  day. 

Mr,  Douglas.  Not  necessarily. 

Mr.  EcKER.  L  was  thinking  of  a  paid  director  who  was  there  all 
the  time.  Our  company  is  so  big  that  we  have  necessarily  made 
divisions  of  the  activities  of  the  company,  and  a  man  to  know  all, 
unless  he  has  grown  up  with  it,  would  have  to  spend  his  time  in  one 
department  or  another.  He  couldn't  have  it  all.  As  a  director,  he 
can  get  the  reports  and  the  advice  from  tlie  officers  of  what  is  trans- 
piring and  then  form  judgment.  Now  a  paid  director  could  only  do 
.the  same  thing,  couldn't  he? 

Mr.  Douglas.  On  the  basis  of  that  com.ment,  I  judge  in  view  of 
the  magnitude  of  the  enterpiise,  of  a  corporation  such  as  yours,  Mr. 
Ecker,  that  a  director  who  isn't  fairly  close,-  fairly  intimately  ac- 
quainted with  the  details  of  the  business,  can  at  these  monthly  meet- 
ings, which  can't  last  very  long,  give  only  the  most  superficial 
supervision. 

Mr.  EcKEK.  He  can't  possibly  pass  on  the  thousands  of  individual 
'transactions,  but  he  does  pass  his  judgment  upon  the*  trustworthiness 
of,  the  men  who  are  doing  the  work,  and  it  seems  to  me 

Mr.  Douglas  (interposing).  He  could  do  that  much  better  if  he 
were  closer  to  the  supervision  of  the  organization. 

Mr.  Ecker.  I  don't  see  any  difference  between  the  man  v/ho  is 
there  every  day  and  the  officer  employed  to  do  th,e  same  thing. 

Mr.  Douglas.  It  depends  on  what  liis  functions  are — whether 
functions  of  supervision  or  functions  of  direct  management. 

Mr.  Ecker.  That  is.  about  all.  I  wonder  whether  there  is  any 
difference  between  the  man  paid  to  be  there  all  the  time  as  a  director 
and  the  man  paid  to  be  there  as  an  ofRcer. 

The  Chairman.  It  comes  down  to  the  question  of  what  is  to  be 
expected  of  a  director.  If  a  director  is  expected  to  be  an  executive 
officer,  then  he  must,  _of  course,  devote  a  great  deal  more  time  to  the 
work  of  the  company  than  if  he  is  expected  to  be  only  an  observer  and 
pass  upon  the  work  of  the  active  executive  officers.     In  almost  any 
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sort  of  an  organization,  I  assume,  and  even  in  the  Government,  the 
executive  officers  develop  the  policy,  and  then  they  lay  the  policy 
before  some  other  body  which  is  to  pass  upon  it.  In  the  parliamen- 
tary system  of  government  abroad,  in  Great  Britain,  the  Prime 
Minister  and  his  Cabinet  will  devise  a  policy  and  they  will  bring  it 
into  the  Parhament  and  the  Parliament  will  approve  or  disapprove. 
It  will  ordinarily  approve  without  very  much  consideration  unless  it 
happens  to  be  a  question  of  such  moment  that  a  political  division  is 
held,  and  then,  if  it  disapproves,  the  executive  force  changes. 

Now  I  assume  from  what  you  have  testified  tliis  morning  that  you 
conceive  the  function  of  a  board  of  directors  to  be  rather  this  super- 
visory, observing  character  than  actual  participation  in  the  affairs  of 
the  company.     Am  I  correct  in  that? 

Mr.  EcKER.  That  is  true.  Under  the  law  certain  actual,  specific 
things  are  required.  We  can't  pay  any  person  or  corporation  more 
than  $5,000  in  1  year  without  the  authority  of  the  board.  What  is 
the  nature  of  that  service?  Should  we  approve  of  it?  That  is  some- 
thing more  than  just  looking  in. 

Then  with  respect  to  certain  investments  we  must  have  the  author- 
ity of  the  board  or  the  authority  of  a  committee  appointed  to  supervise 
the  action  of  that  particular  transaction.  Take  our  investment 
service;  if  you  look  at  it  for  a  moment,  it  is  a  big  company.  We  have 
specialists  in  every  department.  We  have  specialists  in  municipal 
bonds,  in  railroad  bonds,  in  public  utilities,  in  general  corporations; 
in  investment  in  real  estate  we  have  specialists  in  types  of  buildings, 
dwellings,  small  dwellings,  apartment  dweUings,  office  buildings,  and 
so  forth,  and  then  we  have  specialists  in-  different  sections  of  the 
country  again  for  those- subdivisions.     Now  there 

The  Chairman  (interposing).  And  all  this  contributes  to  the  condi- 
tion which  you  described  a  moment  ago,  as  the  result  of  which  it  is 
becoming  more  and  more  difficult  to  persuade  men  of  large  affairs  to 
serve  as  members  of  the  board,  because  they  don't  find  the  time  to 
look  actively  and  directly  into  these  various  matters. 

Mr.  EcKER.  To  accept  the  responsibility. 

In  addition  to  that  our  company  does  a  great  deal  of  welfare  work. 
I  don't  know  whether  you  would  like  me  to  take  a  few  minutes  to 
describe  the  nature  of  that. 

Mr.  Douglas.  I  was  just  about  to  ask  you,  Mr.  Ecker — I  am  not 
sure  that  the  idea  would  be  adaptable — whether  or  not  there  had  ever 
been  discussed  the  possibility  of  so-called  pubUc  directors,  which  some 
corporations  have  discussed. 

Mr.  Ecker.  Yes;  in  a  New  Jersey  life-insurance  company  there  are 
three  appointed  by  the  chancelor.  It  is  a  question  asked  by  the  present 
committee  of  the  State  legislature  engaged  in  revising  the  insurance 
laws,  and  we  said  in  response  to  that  that -we  would  see  no  objection 
to  having  added  to  our  board  one,  two,  or  three  men  appointed  from 
some  source  like  the  Court  of  Appeals  or  some  body  that  you  would 
feel  sure  wasn't  of  a  political  character.  That  we  would  welcome. 
Frankly,  as  far  as  I  see  it,  it  isn't  possible  for  a  director  to  render  the 
service  that  is  rendered  by  the  examiners  of  the  insurance  department 
and  to  go  into  every  detail  of  the  operations  of  the  company. 

Mr.  Douglas.  That  leads  to  one  more  question. 

Mr.  Ecker.  Just  to  finish  that,  Mr.  Douglas,  it  does  put  the  respon- 
sibility to  some  extent  on  these  directors  who  come  in  here  as  public 
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directors  and  may  perhaps  to  some  extent  reduce  the  responsibility 
of  the  directors  as  now  chosen. 

Mr.  Douglas.  The  other  additional  c[iiestion  that  I  had  in  mind 
was  an  indication  from  something  you  said  in  your  testimony.  In 
view  of  the  extent  of  the  supervision  of  the  State  that  perhaps  that 
supervision  has  usurped  (perhaps  that  is  the  wrong  word)  taken  away 
from,  the  normal  functions  of  directors. 

Mr.  EcKER.  No,  no,  no;  on  the  contrary  it  has  put  the  directors 
more  on  their  toes.  I  think  it  has  had  the  opposite  effect.  Of  course 
this  business  of  ours  is  a  service  business.  It  is  based  on  public  confi- 
dence. That  is  why  we  feel  it  is  so  important  not  to  disturb  the  con- 
fidence of  the  policyholders  which  might  result  in  their  doing  things 
to  their  own  disadvantage,  canceling  their  policies,  getting  policy 
loans  or  taking  cash  surrender  values,  things  that  are  not  in  their 
interest.  Anything  that  tends  to  disturb  the  policyholder  we  would 
regard  as  a  disservice. 

Now  our  business  has  been  going  on  all  these  years  since  this  Arm- 
strong investigation  which  has  been  referred  to,  with  no  scandal,  no 
abuse  during  this  entire  period,  and  that  would  seem  to  be  the  best 
justification  for  the  management  and  for  the  manner  in  which  the 
management  carried  on.  You  talk  about  election  of  directors.  Is 
there  any  better  way?  Mr.  Hughes  couldn't  think  of  any.  I  have 
known  of  some  instances  where  lawyers  have  said,  "I  don't  think  that 
is  a  good  practice."  Can  you  tell  us  of  any  better  practice?  Go  out 
and  devise  something;  Ve  will  welcome  you  with  open  arms,  if  there 
is  anything  better. 

Mr.  Douglas.  I  was  rather  timidly  suggesting  paid  directors. 

Mr.  EcKER.  Well,  in  studying  it,  Professor  Patterson — is  that  his 
name? 

Mr.  O'Brian.  Patterson  of  Columbia. 

Mr.  EcKER.  He  was  specially  charged  with  devising  a  better  plan, 
and  I  understand  has  given  it  lip.  Your  idea  would  be  to  have  paid 
directors? 

Mr.  Douglas.  I  was  suggesting  it  for  discussion,  Mr.  Ecker. 

Mr.  Ecker.  Working  full  time  instead  of  directors  of  the  nature 
we  have  now?     How  would  you  choose  them? 

Mr.  Douglas.  It  has  application  to  the  corporate  field,  whether  to 
the  insurance  field  is  something  to  consider. 

The  Chairman.  I  don't  understand  that  Chairman  Douglas  is 
advocating  that  necessarily. 

Mr.  Douglas.  Not  necessarily;  it  is  for  discussion. 

Mr.  Ecker.  Mr.  Douglas,  if  you  had  paid  directors  how  would  you 
choose  them? 

Mr.  Douglas.  Well,  I  think  that  theoretically  the  selection  by 
policyholders  is  a  very  sound  system.  I  just  wonder  as  to  the  vitality 
of  the  system  when  we  find  in  the  large  corporations  a  clear  self- 
perpetuation. 

Mr.  Ecker.  The  only  answer  to  it  is  that  we  have  been  working  on 
this  the  last  33  years;  there  hasn't  been  any  scandal,  we  have  made 
progress,  the  company  has  grown.  That  is  an  indication  of  public 
confidence.  Sometime  maybe  you  would  like  to  have  a  fuller  state- 
ment with  respect  to  our  welfare  activities.  Our  selecting  of  directors 
has  to  do  with  that ;  men  who  have  to  do  with  these  matters.  We  have 
one  man  now  as  a  director  with  whom  our  first  acquamtance  was 
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made  becaiis3  of  his  interest  in  a  diphtheria  campaign,  in  the  State 
cf  Kew  York.  We  liad  m.uch  to  do  with  the  development  of  the  use 
of  the  scrum  for  immunity  against  diphtheria  and  for  treatment  of 
diphtheria  after  the  disease  bad  developed. 

Mr.  Douglas.  I  think  it  might  be  desirable,  Mr.  Chairman,  if  Mr. 
Ecker  submitted  such  a  statement  for  the  record  of  their  welfare  work.^ 

Mr.  Ecker.  I  was  going  to  say  that  just  that  one  instance  has  led 
to  such  a  tremendous  improvement  that  we  have  cities  in  the  State  of 
New  York  in  which  there  hasn't  been  a  smgle'  death  from  diphtheria 
in  a  year. 

The  CiiAiHMAN.  I  will  say,  Mr.  Ecker,  that  I  have  read  a  good 
mniiy  of  the  r.dvertisements  of  the  Metropolitan  Life  Insurance  Co. 
wii.h  rospoct  to  iiealth  advice,  and  I  assume  that  probably  these 
activities  have,  contributed  somewhat  to  extending  the  period  of 
longevity  cf  wl;ich  we  talk  so  much  in  recent  years. 

Mr.  EcKEi:.  i^rcm  forty-odd  years  up  to  fiO  or  61. 

The  CII.^l^v?,I.^N.  And  in  that  connection  may  I  just  ask  this 
question  without  any  implications'  or  inferences  at  all?  Have  the 
studies  of  insurance  companies  with  respect  to  health  and  the  welfare 
work  and  all  cf  the  efforts  which  have  been  made  to  prolong  human 
life  been  rcfierted  in  the  mortality  tables? 

y.v.  EcKEE..  Very  definitely. 

The  Cn.'viiiMAN.  Have  the  rates  been  affected? 

Mr.  Ecker.  The  comparison  would  come  in  the  improvement  in 
the  registration  area  and  the  improvement  among  policyholders  in 
the  same  psriod.  There  is  a  surprising  amount  of  evidence  of  irn- 
proverrent  of  mortality  of  policyholders  which  might  be  traced  in 
part  to  public  health  agencies  and  to  the  activities  of  the  company  for 
its  poliC3'^hald3rs.  You  see  what  we  do  for  them.  In  the  industrial 
department  we  nurse  them.  Last  year  we  made  visits  to  the  number 
of,  let  me  see,  3,716,090  policyholders. 

The  Chairman.  Is  that  reflected  in  the  rates  wliich  the  policyholders 
pay? 

"Mr.  Ecker.  It  is  a  part  of  the  cost  of  the  business,  and  it  is  a 
question  which  you  might  ask,  whether  it  is  worth  while.  The  results 
would  indicate  very  strongly  that  it  is  much  worth  while,  and  that 
is  the  comment  that  has  been  made  by  the  commission  of  the  State 
lejiislaturo  that  Iras  been  studying  it.  Curiously  enough,  I  think  some 
of  them  said  it  is  worth  v/hile,  but  we  should  spend  half  as  much 
money,  but  they  ha.ven't  told  us  which  half  of  the  policyholders  to 
nurse  and  which  half  not  to. 

Mv.  Gesell.  Tlie  time  is  coming  to  a  close  and  I  have  just  three 
additional  questions. 

May  I  ask  whether  any  inquiry  is  made  before  directors  are  selected, 
nominated,  or  apnoiuted  to  the  board,  as,  to  their  knowledge  in  life 
insurance  as  such? 

y[r.  Ecker.  Specifically  no;  it  might  be  an  incident  that  some 
might  have;  a  lawyer  might  have  some  particular  knowledge  of  his 
pmctico. 

Mr.  Gesell.  How  many  of  the  directors  of  your  company  are  also 
officers  of  the  company? 

Mr.  Ecker.  Only  three.  There  would  be  only  two  except  that  we 
don't  p'lv  ihe  chairman  of  the  board. 

Mr.  Gesei.l.  You  are  an  executive  officer,  are  you  not? 

'  Th.  stiilLinLr.t  will  appear  in  a  later  volume. 
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Mr.  EcKER.  Oh  yes,  I  am  an  executive  officer  under  the  bylaws, 
but  before  that  office  was  fixed  by  the  board  we  had  only  the  president 
and  the  vice  president.  Now  it  is  the  chau'man  of  the  board,  the 
president,  and  vice  president. 

Mr.  Gesell.  Do  you  feel  that  the  board  is  handicapped  by  not 
having  its  members  in  regular  attendance,  certain  of  its  members? 

Mr.  EcKER.  I  haven't  felt  so,  for  the  reason  that  I  have  explained 
to  you,  that  we. have  had  no  trouble  in  having  a  quorum  for  the  con-' 
duct  of  the  business,  and  our  committees  we  have  no  trouble  about 
at  all. 

The  CiiAiRM.'\N.  Any  other  questions,  Mr.  Gesell? 

Mr.  G-ESELL.  No,  sir. 

The  Ch.mrman.  Are  there  any  questions  hj  any  members  of  the 
committee-? 

Er.  LuBiN.  If  I  might  ask  a  question,  Mr.  Ecker.  You  on  several 
occasions  have  emphasized  the  fact  that  there  have  been  no  scandals 
and  no  complaints,  and  I  thii^k  you  have  rightly  felt  proud  of  that  fact. 

Mr.  Ecker.  With  all  humility  I  am. proud  of  it.  I  am  not  boasting 
of  it,  but  recording  it  as  a  historical  fact. 

Dr.  LuBiN.  I  think  you  have  a  right  to  be  proud  of  it.  As  a  man 
who  has  had  many  contacts  in  the  field  of  business  and  has  had  occasion 
to  see  the  activities  of  various  corporations,  do  you  feel  that  the  ab- 
sence of  scandal  or  complaints  is  any  evidence  of  the  efficiency  of 
operation  of  any  particular  company? 

Mr.  Ecker.  Wliy,  I  do;  puttii  g  emphasis  on  the  fart  that  in  our 
business  every  detail  of  operaticn  is  so  carefufiy  examined  by  very 
eflBcient  examiners  that  if  there  were  anything  there  it  would  show  up, 
and  the  fact  that  they  find  nothing,  1  do  think  is  significant. 

Dr.  LuniN.  I  thhik  it  is  significant,  too,  but,  as  I  said,  do  3^ou  thinli 
that  is  a  test  of  efficiency  of  operation? 

Mr.,EcKER.  My  mind  goes  back  to  the  conditions  that  obtained 
preceding  the  Armstrong  report  and  examination.  There  were  evils, 
then,  in  the  business  that  that  committee  sought  to  remedy,  and  I 
beUeve  they  did  remedy,  but  at  any  rate  we  have  been  going  on  for 
the  last  33  years  and  if  anything  in  the  nature  of  abuse  or  crookedness 
existed  in  the  operation  of  these  companies,  I  believe  it  would  have 
come  to  light*  and  .the  facT  that  it  hrsn't  is  an  inr.ication  to  my  mind 
that  it  isn't  there.  Some  differences  in  judgment  may  exist;  one  man 
might  think  a  thing  might  be  done  07ie  way  and  some  another.  Mr. 
Douglas  might  look  at  a  balance  sheet  and  read  into  it  an  inference 
that  someone  else  would  read  as  something  else,  but  that  is  a  matter 
of  judgment  only;  it  isn't  necessarily  criticism.  Even  Mr.  Douglas 
wouldn't  say  that  his  judgment  was  the  last  word  on  any  of  these 
questions. 

The  Chairman.  May  I  say,  Mr.  Ecker,  that  I  am  not  conscious  of 
any  inference  on  the  part  of  any  members  of  the  committee,  and  cer- 
tainly no  information  has  come  from  any  members  of  the  Securities 
and  Exchange  Commission  of  developing  scandals. 

Mr.  EcKER.  If  they  were  there,  I  would  hope  they  would  be 
brought  out. 

The  Chairman.  The  thought  has  been  altogether  to  make  a  survey 
of  the  economic  condition,  and  may  L  say  that  on  behalf  of  the  com- 
mittee, we  feel,  very  much  mdebted  to  you  for  your  contribution. 

I  understand  there  are  no  more  questions. 
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Mr.  Gesell.  There  are  no  more  questions  at  this  time.  It  is 
possible  that  much  later,  when  we  get  into  problems  of  investment, 
we  will  want  Mr.  Ecker  back. 

The  Chairman.  You  will  notify  him. 

Mr.  Ecker.  And  then  you  said  you  might  welcome  a  statement 
from  us  on  our  activities  that  I  have  spoken  of  in  connection  with 
welfare,  cooperation  with  the  United  States  and  other  public  health 
agencies,  of  which  there  are  various  instances. 

The  Chairman.  Mr.  Ecker,  we  will  be  Tery  glad  indeed  to  accept 
that  statement  from  you.     Thank  you  so  much. 

(The  witness,  Mr.  Ecker,  was  excused.) 

The  Chairman.  On  the  18th  of  January,  Dr.  Jewett,  of  the  Ameri- 
can Telephone  &  Telegraph  Co.,  appeared  before  this  committee  to 
give  testimony,  with  respect  to  patents.^  Several  questions  were 
directed  to  him  with  respect  to  the  effect  of  the  cross-licensing  agree- 
ments upon  the  use  and  development  and  the  distribution  of  a  high- 
powered  tube,  and  Dr.  Jewett  was  given  the  opportunity  to  prepare  a 
response  to  these  questions.  He  didn't  have  the  material  with  him 
at  the  time. 

The  chairman  has  now  received  Dr.  Jewett's  letter,  and  I  want  to 
enter  it  formally  in  the  record  for  publication,  to  appear  in  the  ap- 
pendix of  the  record. 

(The  communication  referred  to  was  marked  "Exhibit  No.  244" 
and  is  included  in  the  appendix  of  Hearings,  Part  III,  p.  1158.) 

The  Chairman.  The  committee  will  stand  in  recess  until  2:30 
this  afternoon. 

(Whereupon,  at  12:03  p.  m.,  a  recess  was  taken  until  2:30  p.  m. 
of  the  same  day.) 

AFTERNOON    SESSION 

The  committee  resumed  at  2:40  p.  m.  on  the  expiration  of  the 
recess. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Gesell, 
are  you  ready  to  proceed? 

Mr.  Gesell.  I  am.     The  next  witness  is  Mr.  Cletis  TuUy. 

The  Chairman.  Mr.  Tully,  do  you  solemnly  swear  the  testimony 
you  are  about  to  give  in  this  proceeding  shall  be  the  truth,  the  whole 
truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Tully.  I  do. 

TESTIMONY     OF     CLETIS     E.     TULLY,     ASSISTANT     SECRETARY, 
METROPOLITAN  LIFE  INSURANCE  CO.,  NEW  YORK,  N.  Y. 

ELECTION    OF    DIRECTORS METROPOLITAN    LIFE 

Mr.  Gesell.  Mr.  Tully,  you  are  assistant  secretary  of  the  Metro- 
politan Life  Insurance  Co.,  are  you  not? 

Mr.  Tully.  Right. 

Mr.  Gesell.  As  part  of  your  duties  are  you  in  charge  of  the  mechan- 
ics of  conducting  the  biennial  election  of  directors  of  that  company? 

Mr.  Tully.  I  am. 

Mr.  Gesell.  How  long  have  you  been  in  charge  of  that  phase  of 
the  company's  activities? 

'  See  Hearings,  Part  III,  p.  948  et  seq. 
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Mr.  TuLLY.  Ever  since  mutualization  in  1915. 

Mr.  Gesell.  Section  94  of  the  New  York  Act  ^  governs  the  conduct 
of  these  elections,  does  it  not? 

Mr.  TuLLY.  It  does. 

Mr.  Gesell.  That  act  provides  that  every  policyholder  whose 
insurance  has  been  in  force  and  shall  have  been  in  force  for  at  least 
1  year  shall  be  entitled  to  vote  at  every  election? 

Mr.  TuLLY.  That  is  true. 

Mr.  Gesell.  Do  you  know  the  number  of  policyholders  who  were 
entitled  to  vote  in  the  last  election  of  the  Metropolitan  Life  Insurance 
Co.? 

Mr.  TuLLY.  How  many  were  entitled  to  vote  in  the  last  election? 

Mr.  Gesell.  You  would  have  to  estimate  it  I  reaUze. 

Mr.  TuLLY.  I  would  say  around  27,000,000. 

Mr.  Gesell.  About  27,000,000  policyholders  were  entitled  to  vote. 
The  election  in  the  Metropolitan  is  held  every  2  years,  is  it  not? 

Mr.  Tully.  Correct. 

Mr.  Gesell.  The  policyholder  can  vote  in  person,  by  proxy,  or  by 
maU? 

Mr.  Tully.  Right. 

Mr.  Gesell.  If  someone  wishes  to  put.  an  independent  slate 
before  the  policyholders,  they  must  petition  the  Insurance  Commis- 
sioner for  a  hst  of  pohcyholders  and  must  make  their  nomination 
within  a  specified  time? 

Mr.  Tully.  Correct. 

•Mr.  Gesell.  Vi ithin  what  time  must  that  nomination  be  made? 

Mr.  Tully.  Five  months  of  the  day  of  election. 

The  Chairman.  I  didn't  get  the  answer. 

Mr.  Tully.  Five  months  before  the  day  of  election. 

Mr.  Gesell.  And  if  no  independent  nomination  has  been  made 
after  a  specified  time,  the  election  is  conducted  under  the  supervision 
of  the  insurance  department,  is  it  not? 

Mr.  Tully.  Correct. 

Senator  King.  All  of  this  is  done  pursuant  to  statute? 

Mr.  Gesell.  That's  right.     The  statute  is  in. 

Senator  King.  Within  what  specified  tim.e  must  an  independent 
nomination  be  made? 

Mr.  Tully.  It  must  be  made  5  months  before  the  election. 

Mr.  Gesell.  The  elections  of  the  MetropoUtan  are  usually  held  id 
April? 

Mr.  Tully.  April ;  the  second  Tuesday  in  April  of  every  odd  year. 

Mr.  Gesell.  Has  there  ever  been,  since  mutualization,  a  contested 
election  in  the  Metropolitan? 

Mr.  Tully.  No,  sir. 

Mr.  Gesell.  It  is  not  a  fact  that  your  procedure  following  your 
determination  that  there  is  to  be  no  independent  nomination  is  to 
write  to  the  insurance  commissioner,  asking  permission  for  the  estab- 
lishment of  certain  rules  with  respect  to  the  conduct  of  the  election? 

Mr.  Tully.  That  is  correct. 

Mr.  Gesell.  You  ask  him,  do  you  not,  to  waive  the  provision 
for  maihng  individual  ballots  and  proxies  to  each  policyholder? 

Mr.  Tully.  Correct. 


'  See  "Exhibit  No.  232",  appendix,  p.  1522. 
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Mr.  Gesell.  You  also  ask  him  to  wpive  the  system  which  the 
statute  sets  up  for  checking  in  safe  custody  of  the  ballots  and  proxies 
received? 

Mr.  TuLLY.  Correct. 

Mr.  Gesell.  You  get  permission  to  open  the  ballots  and  proxies 
before  the  election  date? 

Mr.  TuLLY.  Correct. 

Mr.  Gesell.  You  also  obtain  permission  from  the  insurance  com- 
missioner wliich  enables  the  agents  and  representatives  of  the  com- 
pany to  solicit  the  poUcyholders,  urging  them  to  vote,  and  so  forth? 

Mr.  TuLLY.  That  is  correct. 

Mr.  Gesell.  In  the  last  election  can  you  tell  me  how  many  votes 
were  cast  in  person,  how  many  by  mail,  and  how  many  by  proxies? 

Mr.  Tt)LLY.  The  last  election? 

Mr.  Gesell.  That  would  be  the  election  held  in  April  of  1937, 
would  it  not?  ^ 

Mr.  TuLLY.  Yes. 

Senator  King.  Would  voters  have  to  go  to  New  York  to  vote  in 
person? 

Mr.  TuLLY.  Yes,  sir.  In  "person  the  number  of  votes  dast  for  each 
candidate  numbered  40;  by  proxy,  24,068;  by  mail,  the  vote  varied 
slightly. 

Mr.  G:«;sELL.  Approximately  414,000  votes? 

Mr.  Tllly.  That  is  true.  The  total  in  person,  by  proxy  and  by 
mail  varied  from  four  hundred  thirty-seven  thousand,  six  hundred 
sixty-three  to  438,575. 

Mr.  Geselt,  Does  this  memorandum  which  I  show  you  contain  a 
record  of  the  voting  which  was  submitted  by  you  to  the  chairman  and 
ajso  a  comparison  with  the  voting  of  previous  years? 

Mr.  Tully.  Yes,  sir. 

Mr.  Gesell.  I  notice  that  on  the  tab  attached  you  state  [reading 
from  "Exhibit  No.  245"! : 

"In  peisdn"  vv)tes  all  came  from  H.  O.  employees. 

Do  you  mean  home-office  employees? 

Mr.  Tully.  Home-office  employees. 

Mr.  Gesell.  That  means  those  40  votes  cast  in  1937  were  all  cast 
by  employees  of  the  MetropoUtan? 

Mr.  Tully.  Yes;  the  president,  I  think,  voted  as  well  as  the  chair- 
man and  three  other  officers. 

Mr.  Gesell.  What  did  you  mean  at  the  bottom  of  the  tab  when  you 
said  "No  'outsider'  called"? 

Mr.  Tully.  No  policyholders  called  at  the  home  office  to  cast  a 
vote  in  person. 

Mr.  Gesell.  lou  call  the  poUcyholder  the  outsider? 

Mr.  Tully.  Yes. 

Mr.  Gesell.  1  would  like  to  have  this  record  of  voting  included  in 
the  record. 

The  Chairman    Without  objection  it  will  be  so  included. 

(The  documents  referred  to  were  marked  "Exhibit  No.  245"  and  are 
included  in  the  ai'pendix  on  p.  1541.) 

Mr.  Gesell.  I  would  also  like  to  offer  for  the  record  at  this  time 
what  I  behove  to  be  a  complete  record  of  the  correspondence  between 
the  Metropolitan  and  the  Honorable  Louis  H.  Pink,  superintendent  of 
insurance,  with  re-spect  to  the  election  held  in  1937,  this  correspondence 
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particularly  relating  to  the  creation  of  rules  for  tliat  noncontested 
election. 

The  Chairman.  Has  the  witness  identified  it? 

Mr.  Gesell.  They  come  from  Mr.  TuUy's  office,  I  beheve. 

Mr.  TuLLY.  They  are  correct. 

(The  correspondence  referred  to  was  marked  "Exhibit  No.  24G"  and 
is  included  in  the  appendix  on  p.  1542.) 

Senator  King.  Does  the  superintendent  of  insurance  of  the  State  of 
New  York  formul-.tte  the  rules  to  giude  the  election? 
_  Mr.  TuLLY.  Tviicu  there  is  no  ijdepeudciVu, nomination  he  has  the 
right  to  snspeid  various  i-cqu3roine:its  of  section  94;  subsection  11 
covers  thjiv  pariici:lai-  pc-iiit. 

Senator  Rixg.  1  hat  is  where  tliero  is  ro  contest  wliatever,  no  inde- 
pendent ticktt,  the.n  some  cf  the  formalities  which  may  be  prescribed 
by  the  statu; c  with  respect  to  rules  and  regulations  incidc'it  to  election 
may  be  waived  by  the  superintendent  of  insurance. 

Mr.  TuLLY.  They  are  waived  by  the  superintendent  of  hisurance. 

Senator  King.  A  mere  formality,  I  would  imagine,  when  tlierc  was 
no  ticket  in  the  field  except  the  one,  and  no  contests  of  any  character. 
""Mr.  TuLLY.  Yes,  sir. 

Senator  King.  That  does  not  in  any  way  militate,  docs  it,  against 
the  interest  and  welfare  of  the  poUcyholder? 

Mr.  TuLLY.  The  pohcyholder;  no,  sir. 

Mr.  Gesell.  Now,  Mr.  Tully,  when  do  you  first  advertise  the  fact 
that  an  election  is  about  to  take  place? 

Mr.  Tully.  Generally  speaking,  in  the  middle  of  Januaiy. 

Mr.  Gesell.  That  would  be  after  it  had  become  clear  thai  vhero  v,-as 
no  independent  nomination  in  the  field. 

Mr.  Tully.  That  is  true. 

Mr.  Gesell.  Does  the  company  make  any  efiTort  to  notify  the  pol- 
icyholders in  advance  of  the  time  that  they  have  a  right  to'nommate 
an  independent  ticket? 

Mr.  Tully.  Only  by  the  notice  that  appears  on  the  poiicies.  the 
receipt  for  premiums  paid  on  the  annual,  scmiannaal,  or  quarterly 
basis,  or  in  the  premium  receipt  book  for  industrial  weekly  and 
monthly. 

Mr.  Gesell.  Do  those  statements  advise  the  policyholder  that  he 
has  a  right  to  make  an  independent  nomi?iaticn? 

Mr.  Tully.  No;  they  do  not. 

Mr.  Gesell.  My  question  was,  when  does  the  company  advise  the 
policj^holder  of  his  right  to  make  an  independent  nominatioti? 

Mr.  Tully.  So  far  as  I  recall,  there  is  no  direct  notice  to  the 
policyholder. 

Mr.  Gesell.  All  the  advertising  and  notice  involves  is  either  the 
poUcyholder's  right  to  vote  or  acquainting  him  with  the  fact  that  an 
election  is  to  be  held  on  a  certain  date? 

(The  witness  nodded  his  head.) 

The  Chairman.  May  I  interrupt?  The  lavv-  prescribes  tiiat  the 
administration  ticket  naky  be  nominated  7  months  ia  advance  of 
elections. 

Mr.  Tully.  Correct. 

The  Chairman.  That  I  assume  is  always  carried  out. 

Mr.  Tully.  That  is  true;  always  carried  out. 
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The  Chairman.  And  when  the  administration  ticket  is  so  nomi- 
nated by  the  ofl&cers,  what  is  done  about  it? 

Mr.  TuLLY,  Arcertificate  of  nomination  is  transmitted  to  the  su- 
perintendent of  insurance  with  the  acceptances  of  the  individual 
nominees. 

The  Chairman.  And  it  becomes  a  pubHc  document  then,  doesn't  it? 

Mr.  TuLLY.  Right  then  and  there. 

The  Chairman.  What  does  the  superintendent  of  insurance  do 
about  it? 

Mr.  TuLLY.  He  holds  a  certification  there,  waiting  developments. 

The  Chairman.  Does  he  take  any  step  of  any  kind  to  give  public 
notice  of  the  fact  that  such  ticket  has  been  nominated  and  filed  with 
his  office? 

Mr.  TuLLY.  Not  to  my  knowledge. 

The  Chairman.  There  is  no  provision  for  the  advertising  of  such  a 
notice? 

Mr.  TuLLY.  No,  sir. 

The  Chairman.  If  there  were  a  requirement  that  the  nomination 
of  the  administration  ticket  should  be  published,  as  other  insurance 
notices  are  published,  that  would  be  one  means  of  notifying  the  pol- 
icyholders of  the  personnel  of  the  administration  ticket,  wouldn't  it? 

Mr.  TuLLY.  That  is  correct. 

The  Chairman.  But  that  is  not  done. 

Mr.  TuLLX-  It  is  not  done;  it  is  not  required. 

The  Chairman.  And  I  understand  your  testimony  in  response  to 
questions  of  Mr.  Gesell,  to  be  that  the  company  itself,  that  is  to  say; 
under  your  direction,  takes  no  step  to  notify  the  policyholders. 

Mr.  TuLLY.  Correct. 

Senator  King^  Do  any  of  the  rules  or  regulations  promulgated  by 
the  insurance  commissioner  call  for  any  further  notice  to  be  g  ven  to 
the  stockholders  or  to  the  public? 

Mr.  Tully!  No,  sir. 

Mr.    Gesell.  You  mean  pohcyholders,  do  you  not,  sir? 

Senator  King.  Thank  you;  yes;  I  mean  pohcyholders. 

Mr.  Gesell.  You  .give  notice  of  the  election  either  on  the  policy 
or  the  policy  jacket,  do  you  not? 

Mr.  TuLLY.  On  the  policy,  every  policy. 

Mr.  Gesell.  Every  policy  of  every  kind? 

Mr.  TuLLY.  Yes,  sir. 

Mr.  Gesell.  You  give  notice  on  the  premium  receipt? 

Mr.  TuLLY.  Correct. 

Mr.  Gesell.  How  long  has  it  been  that  you  have  been  giving  notice 
on  the  premium  receipt  of  the  fact  that  an  election  is  to  take  place? 

Mr.  TuLLY.  My  recollection  is  that  that  was  established  in  1936. 

The  Chairman.  Of  what  does  the  notice  consist? 

Mr.  TuLLY.  Notice  to  the  pohcyholdet? 

The  Chairman.  Yes;  of  what  does  it  consist? 

Mr.  TuLLY.  This  is  the  legend  that  appears  on  the  policy,  premium 
receipts,  premium  receipt  books: 

An  election  of  directors  of  the  company  is  helcTin  New  York  on  the  second 
Tuesday  in  April  of  every  odd  year.  The  holder  of  this  policy  while  it  remains  in 
force  after  1  year  from  its  date  of  issue  will  have  a  right  to  vote  either  in  person 
or  by  proxy  or  by  mail.  For  full  particulars  how  to  vote,  apply  to  the  secretary, 
No.  1    Madison  Avenue,  New  York  City. 
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Senator  King.  And  do  the  premiums  which  are  paid  from  year  to 
year  on  the  poHcies  all  contain  a  similar  notice? 

Mr.  TuLLY.  The  premium  receipt  does.  The  notice  of  the  prem- 
ium being  due  does  not  carry  the  legend. 

Senator  King.  But  the  receipt  does? 

Mr.  TuLLY.  The  receipt  does. 

Mr.  Gesell.  ^Vhen  a  man  pays  a  premium  and  receives  back  a 
receipt  from  the  company,  that  receipt  notifies  him  of  the  election. 

Mr.  TuLLY.  Well,  yes;  it  notifies  him,  of  course. 

Mr.  Gesell.  If  he  reads  it. 

Is  it  not  a  fact  that  these  premium  receipts  are  sent  out  to  the 
policyholders,  a  certain  number  every  month  and  every  week,  possibly 
every  day? 

Mr.  TuLLY.  According  to  the  period  during  which  they  have  paid 
the  premiums. 

Mr.  Gesell.  So  If  I  am  a  policyholder  I  may  pay  my  premium  and 
get  my  premium  receipt,  let  us  say  in  the  month  of  June,  and  the 
notice  I  would  get  then  would  be  of  an  election  to  be  held  the  following 
year  in  April. 

Mr.  TuLLY.  But  the  preceding  receipt  for  the  premium  paid  carries 
that  same  notice. 

Mr.  Gesell.  Yes;  but  the  current  nature  of  the  notice  would  depend 
upon  when  I  received  my  premium  receipt,  would  it  not? 

Mr.  TuLLY.  If  you  paid  your  premium  in  January,  we  will  say  on 
March  15  of  each  year  you  would  get  the  notice  that  i§  on  the  back  of 
that  receipt. 

Mr.  Gesell.  But  if  I  paid  it  in  June,  I  would  be  about  a  year  off, 
wouldn't  I? 

Mr.  TuLLY.  That  is  true,  but  you  still  have  had  the  same  notice 
for  many  years,  we  will  say. 

Mr.  Gesell.  Do  you  also  advertise  in  certain  New  York  papers 
about  10  days  prior  to  the  election? 

Mr.  TuLLY.  Two  weeks,  as  a  rule. 

Mr.  Gesell.  That  is  required  in  the  New  York  statute,  isn't  it? 

Mr.  TuLLY.  Yes. 

The  Chairman.  Has  the  New  York  statute  fixed  the  date  of  the 
advertisement? 

Mr.  TuLLY.  It  says  that  the  notice  shall  appear  daily  for  2  weeks 
preceding  the  day  of  election. 

The  Chairman.  So  you  couldn't  pubhsh  it  4  weeks  preceding  and 
com])ly  with  the  law? 

Mr.TuLLY.  I  presume  that  there  wouldn't  be  anybody  to  take 
exception  to  it  if  we  did. 

The  Chairman.  If  you  published  the  notice  for  2  weeks,  6  weeks 
in  advance  of  the  election,  that  wouW  not  be  compHance  v.dth  the 
law,  would  it?  You  have  to  pubhsh  it  for  2  weeks  immediately 
preceding. 

Mr.  TuLLY.  Preceding,  that  is  right. 

Senator  King.  If  you  publish  it  for  6  weeks,  including  the  2  weeks, 
then  that  might  be  comphance  with  the  law. 

Mr.  TuLLY.  That  is  true. 

Mr.  Gesell.  You  simply  live  up  to  the  strict  statutory  require- 
ments, do  vou  not? 

Mr.  Tully.  That  is  right. 
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'     Mr.  Gfsell.  And  the  notice  states: 

Metropolitan  Life  Insurance  jCo.  notice  of  election  of  directors.  Notice  is 
hereby  given  that  the  election  of  directors  of  the  Metropolitan  Life  Insurance  Co. 
will  be  held  at  the  home  office  of  the  company,  1  Madison  Avenue  in  the  borough 
of  Manliattan,  city  of  New  York,  on  Tuesday,  the  13th  day  of  April  1937,  the 
poUa  to  be  open  at  10  o'clock  in  the  forenoon  and  to  remain  open  until  4  o'clock 
in  the  afternoon  of  said  day,  at  which  time  they  shall  be  closed. 

Metropolitan  Life  Insurance  Co., 
J.   P.   P^RADT.EY,  Secretary. 

Now  that  is  not  a  notice  to  the  policyholder  that  he  has  a  right  to 
vote.  It  simply  says  the  polls  are  open  and  if  a  man  doesn't,  know 
that  he  has  the  right  to  vote,  that  docen't  inform  him  of  thiit  fact. 

Senator  King.  You  don't  contend  the  po!icvh(^Jccr3  con't  know, 
when  they  get  their  receipts  and  their  ■  receipts  for  the  premiums 
they  pay  carry  this  notice? 

Mr.  TuLLY.  May  I  interrupt  to  say  if  a  man  is  paying  his  premium 
quarterly,  he  g^s  that  same  notice  four  times  within  the  policy  3"ear. 

Mr.  Gesell.  Are  these  papers  that  I  show  you  the  form  of  proxy 
and  ballot  which  is  used  by  the  company? 

Mr.  TuLLY.  This  appears  to  be  a  correct  copy  of  the  ballots  and 
proxies  used  for  the  election  of  1937. 

Mr.  Gesell.  I  wish  to  offer  both  the  prox}^  and  the  ballot  for  the 
record. 

(The  proxy  and  ballot  referred  to  were  marked  "Exhibit  No.  247" 
and  are  included  in  the  appendix  on  p.  1544.) 

Mr.  TuLLY.  Those  by  the  way  are  approved  by  the  department. 
When  the  copy  is  ready  it  is  submitted  to  the  superintendent  of  insur- 
ance for  his  approval.     They  are  not  used  until  we  have  his  approval. 

Mr.  Gesell.  And  by  the  time  those  proxies  and  ballots  go  out  the 
situation  is  such  that  one  vote  will  elect  the  directors,  will  it  not? 

Mr.  TuLLY.  In  effect. 

Mr.  Gesell.  And  the  transmittal  of  the  proxies  and  ballots  is 
simply  for  the  purpose  of  finding  out  how  much  interest  the  policy- 
holders have  in  supporting  the  management,  is  that  correct? 

Mr.  TuLLY.  We  have  striven  to  interest  the  policyholders  to  a 
greater  number  than,  have  heretofore  voted  at  these  elections. 

Mr.  Gesell.  But  by  the  time  these  are  sent  out,  one  vote  will 
result  in  the  election  of  the  directors,  will  it  not? 

Mr.  TuLLY.  That  is  practically  true. 

Mr.  Gesell.  How  are  these  proxies  and  ballots  distributed?  I 
think  you  said  they  are  not  mailed  to  all  the  pohcyholders, 

Mr.  TuLLY.  They  are  not  mailed  to  the  policyholders  at  all. 

Mr.  Gesell.  How  are  thej'-  distributed? 

Mr.  TuLLY.  The  proxies  and  ballots  are  distributed  to  our  managers 
and  assistant  managers  in  charge  of  detached  offices  throughout  the 
United  States. 

Senator  King.  And  Canada? 

Mr.  TuLLY.  And  Canada. 

Mr.  Gesell.  Now,  they  are  sent  out  by  regular  form  notices,  are 
they  not,  to  the  managers  and  detached  assistant  managers? 

Mr.  TuLLY.  A  circular  letter  follows  the  distribution  of  ballots  and 
proxies.  That  circular  letter  is  over  the  signature  of  the  president 
of  the  comxpany. 

Mr.  Gesell.  You  have  in  your  hand,  have  you  not,  copies  of  the 
two  ciir^rUr  letters  used  in  the  two  previous  elections? 
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Mr.  TuLLY.  Yes. 

The  Chairman.  How  many  ballots  and  proxies  do  you  ordinarily 
print? 

Mr.  TuLLY.  In  1937  we  printed  1,027,000  ballots  and  102,000 
proxies. 

The  Chairman.  And  how  many  did  you  distribute? 

Mr.  TuLLY.  The  distribution  was  795, 260  ballots,  and  79,676  proxies. 
Subsequent  orders  from  the  managers  and  detached  assistant  man- 
agers called  for  58,740  more  ballots  and  12,324  more  proxies. 

The  Chairman.  And  all  of  these  were  sent  to  agents  and  none  of 
tliem  to  policyholders  as  such? 

Mr.  TuLLY.  That  is  true. 

Mr.  Gesell.  I  would  Hke  to  read  for  the  record  a  portion  of  the 
letter  of  Mr.  Lincoln,  president  of  the  company,  dated  January  25, 
1937,  in  reelection  of  directors,  sent  to  the  managers  and  detached 
assistant  managers.     The  letter  states  in  part: 

You  have  already  had  notice 

The  Chairman  (interposing).  What  is  the  date  of  this? 
Mr.  Gesell.  January  25,  1937.     This  has  been  identified  by  Mr. 
Tul)    jusL  a  m.oment  ago  [reading  from  "Exhibit  No.  248"]: 

You  have  already  had  notice  of  the  election  of  members  of  the  board  of  directors 
to  be  held  in  the  home  office  of  the  company,  1  MadLson  Avenue,  New  York, 
N.  Y.,  on  the  13th  day  of  April  1937.  Official  ballots  and  forms  of  proxies  for 
the  use  of  policyholders  in  your  district  have  been  sent  to  you  for  distribution. 
It  is  my  wish  that  your  agents  should  endeavor  to  interest  as  many  policyholders 
as  possible  in  this  election.  They  are  members  of  the  corporation  and  entitled 
by  law  to  vote  for  directors,  and  they  should  be  desirous  of  exericsing  such  priv- 
ilege. It  is  incumbent  upon  your  agents  to  bring  this  right  to  their  notice  and  to 
endeavor  to  make  them  understand  its  significance. 

In  the  ordinary  case,  policyholders  will  prefer  tb  vote  directly,  w^hich  the  •  may 
do  by  signing  an  official  ballot  before  a  witness  who  must  also  sign,  and  Wi/img 
on  the  ballot  the  number  of  at  least  one  policy  on  the  voter's  life  that  has  been  in 
force  more  than  1  year.  The  amount  of  insurance  does  not  signify.  Each 
policyholder  has  one  vote,  without  regard  to  the  number  of  policies  or  the  amoimt 
of  his  insurance.  All  necessary  instructions  are  printed  on  the  ballots  and  on 
the  proxy  forms.  Signed  ballots  and  executed  proxies  may  be  delivered  to  the 
agent  or  mailed  to  the  home  office,  according  to  the  preference  of  the  policyholder. 

Forty  ballots  and  40  proxies 

Mr.  TuLLY  (interposing).  Beg  pardon;  you  said  40  ballots  and  40 
proxies. 

Mr.  Gesell.   (Beading  further  from  "Exhibit  No.  248"): 

Forty  ballots  and  four  proxies  per  agent  have  been  sent  to  your  district,  and 
should  be  distributed  to  your  staff  in  such  a  way  as  will  stimulate  in  them  a  spirit 
of  friendly  competition  to  procure  the  greatest  number  of  completed  ballots. 

A  good  way  to  liandle  this  election  material  is  to  give  each  agent  a  part  only  of 
the  s>ipply  of  ballots  and  proxies  provided  for  him,  and  to  see  that,  within  a 
definitely  set  time,  he  turns  them  in  properlj'^  completed.  These  ballots  are  not 
merely  for  distribution,  but  are  intended  for  use.  As  soon  as  an  agent  has  ex- 
hausted his  first  installment  ©f  ballots  and  proxies,  he  should  be  given  another  lot 
and  encouraged  to  exert  every  reasonable  effort  to  have  them  used.  Meanwhile, 
completed  ballots  and  proxies  should  be  promptly  transmitted  by  first-class  mail 
to  the  home  office     *     *     * 

I  wish  to  offer  these  circular  letters  in  evidence. 

The  Chairman.  They  ma}'^  be  received. 

(The  letters  referred  to  were  marked  "Exliibit  No.  248"  and  are 
included  in  the  appendix  on  p.  1546.) 

Mr.  TuLLY.  May  I  say  that  during  the  period  from  one  to  another 
election,  a  few  of  the  policyholders  write  in  f-or  advice  as  to  how  they 
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can  cast  their  votes  at  the  next  election.  That  information,  of  course, 
is  always  given. 

The  Chairman.  Did  you  say  "few"  or  "a  few"? 

Mr.  TuLLY.  A  few. 

Mr.  Gesell.  And  then  they  are  put  on  a  mailing  list  and  receive 
ballots  or  proxies  directly  from  the  company? 

Mr.  TuLLY.  Just  as  soon  as  we  have  the  ballots  and  proxies  off  the 
press  the  distribution  begins. 

The  Chairman.  What  is  the  tenor  of  tho  inquiry  which  comes  from 
such  policyholders? 

Mr.  Gesell.  I  have  some,  Mr.  Chairman,  to  come  to  in  a  moment, 
if  you  don't  have  any  objection. 

Are  the  ballots  and  proxies  usually  seilt  in  by  the  policyholders,  or 
usually  by  the  office  manager? 

Mr.  TuLLY.  Mainly  by  the  office  manager. 

Mr.  Gesell.  Do  they  come  by  mail  or  express  or  by  hand,  or  how 
do  they  get  to  you? 

Mr.  TuLLY.  They  come  by  first-class  mail. 

Mr.  Gesell.  All  of  them? 

Mr.  TuLLY.  Occasionally  one  or  the  other  of  our  managers  slipped 
up  and  sent  the  package  in  by  express,  and  the  moment  that  we 
discover  that  at  the  home  office  we  take  the  package  over  to  the  post 
office  and  there  pay  postage  that  should  have  been  paid  in  the  first 
instance. 

Mr.  Gesell.  The  law  provides  that  the  policyholders  must  vote  by 
mail,  by  proxy,  or  in  person.     The  ballots  come  in  by  express. 

Mr.  TuLLY.  By  first-class  mail. 

Mr.  Gesell.  These  ballots  we  are  talking  about  come  in  by  express, 
do  they  not? 

Mr.-  TuLLY.  Yes. 

Mr.  Gesell.  Thea,  to  legaHze  them,  you  put  the  stamps  on,  take 
them  to  the  post  office,  and  mail  them  back  toyourselves. 

Mr.  TuLLY.  We  sent  them  by  messenger  to  the  post  office,  there 
purchase  the  postage,  and  pay  for  it. 

Mr.  Gesell.  Nov/^,  what  do  you  do  with  respect  to  the  voting  of 
group  pohcyholders? 

Mr.  TuLLY.  Group  policyholders  have  the  right  to  vote,  but  so  far 
as  I  know  none  of  our  policyholders  have  exercised  that  right.  The 
employees  are  not  entitled  to  vote. 

Mr.  Gesell.  It  would  be  one  vote  by  the  employer  for  all  of  the 
employees. 

Mr.  TuLLY.  If  you  wish  to  express  it  that  way. 

Mr.  Gesell.  Is  that. correct? 

Mr.  TuLLY.  That  is  correct. 

Mr.  Gesell.  Is  it  not  a  fact  that  when  it  gets  around  time  to  count 
these  ballots  and  proxies  that  a  regular  system  for  the  examination  of 
these  ballots  is  prepared  an;l  instructions  are  given  to  the  clerks? 

Mr.  TuLLY.  Yea;  clerks  provided  or  appointed  by  the  superintend- 
ent ol  msurance  supervise  elections. 

Mr.  Gesell.  The  superintendent  of  insurance  appoints  the  clerks? 

Mr.  TuLLY.  Three  inspectors  to  supervise  the  election. 

Mr.  Ge'ell.  The  actual  counting  is  by  the  employees  of  the 
Metroi)oHtan? 

Mr.  Tully.  Largely,  however,  tests  are  niade  by  each  of  the  three 
inanftctov<a 
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Mr.  Gesell.  If  there  is  a  dispute,  I  suppose  it  goes  to  the  inspector. 

Mr.  TuLLY.  Right;  the  inspectors  are  in  complete  control  of  the 
election  from  the  opening  of  the  polls  until  the  final  votes  are  cast. 

Mr.  Gesell.  Is  this  sheet  which  I  show  you  a  copy  of  instructions 
which  are  given  to  the  clerks  with  respect  to  the  counting  of  ballots? 

Mr.  TuLLY.  It  looks  to  be  and  probably  is. 

Mr.  Gesell.  I  notice  you  say  in  paragraph  4: 

(a)  A  void  ballot  is  one  unsigned,  (b)  signed  but  not  witnessed,  (c)  not  stating 
the  policy  number,  (d)  where  a  name  other  than  any  one  of  the  several  listed 
under  the  administration  ticket  is  inserted. 

Directing  your  attention  to  (c),  these  instructions  void  ballots  not 
stating  the  policy  number.     Is  that  correct? 

Mr.  TuLLY.  That  set  of  instructions  was  prepared  by  our  general 
counsel. 

Mr.  Gesell.  Are  you  aware  that  section  94,  subsection  16,  which 
is  not  one  of  the  sections  waived  by  the  insurance  commissioner,  states 
that  failure  to  state  or  correctly  state  such  policy  number  shall  not 
render  a  ballot  void  or  subject  the  policyholder  to  any  penalty?  ' 

Mr.  TuLLY.  What  subsection  is  that,  please? 

Mr.  Gesell.  That  is  subsection  16  to  section  94. 

Mr.  'I'uLLY.  That  escaped  my  attention. 

Mr.  Gesell.  Has  that  been  the  practice  to  void  ballots  when  they 
do  not  contain  the  policyholder's  number? 

Mr.  TuLLY.  I  wouldn't  want  to  say  that  has  been  the  practice. 

The  Chairman.  These  are  not  adversary  ballots,  are  they? 

Mr.  TuLLY.  No;  they  are  all  administration  ballots.  The  inspec- 
tors pass  on  them. 

The  Chairman.  So  the  mere  fact  of  the  invalidation  of  the  ballot 
here  by  the  interpretation  of  that  doesn't  affect  the  outcome  of  the 
election  any  way  because  they  are  all  one  wa}^. 

Mr.  Gesell.  No;  one  vote  will  do  the  trick, 

Mr.  TuLLY.  The  inspectors  are  in  complete  control  and  they  issue 
instructions. 

Mr.  Gesell.  Are  these  the  insurance  inspector's  instructions  or 
yours? 

Mr.  TuLLY.  Mine. 

Mr.  Gesell.  And  they  are  instructions  to  clerks  of  the  Metro- 
politan, are  the^^  not,  who  do  the  counting? 
•  Mr.  TuLLY.  Yes. 

Senator  King.  From  your  observations  and  experience  are  there 
many  ballots  which  have  been  received  in  which  the  number  of  the 
policy  was  omitted?     Is  that  a  usual  thing? 

Mr.  TuLLY.  Very  rare.  The  number  is  given  in  a  very  large  per- 
centage of  all  the  votes. 

The  Chairman.  Just  describe  the  machinery  of  counting  the  bal- 
lots.    Who  has  charge  of  it  and  how  is  it  carried  on? 

Mr.  TuLLY.  The  canvass  of  votes  is  made  by  staff  clerks. 

The  Chairman.  Under  whose  direction? 

Mr.  TuLLY.  Under  the  direction  of  the  superintendents  of  insur- 
ance inspectors  in  charge  of  the  election. 

Senator  King.  Thev  come  down  to  the  office,  do  they? 

Mr.  TuLLY.  Yes. 


'See  "Exhibit  No.  232",  appendix,  p.  1522  at  p.  1524. 
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The  Chairman.  Do  you  have  anything  to  do  with  it? 

Mr.  TuLLY.  I  do  not. 

Mr.  Gesell.  Is  there  any  comparison  of  the  policyholder's  num- 
ber with  the  numbers  on  the  ballots  of  proxies  when  they  are  received? 

Mr.  TuLLY.  With  what? 

Mr.  Gi^SELL.  With  the  true  numbers  of  the  policyholders'  policies. 
In  other  words,  do  you  see  whether  the  policyholder's  number  is 
correctly  stated? 

Mr.  TuLLY.  No;  we  don't  go  to  that  extreme.  We  accept  the 
ballot  with  the  policy  number  as  having  been  used  in  good  faith  by 
the  policyholder. 

Mr.  Gesell.  Do  you  make  any  effort  to  compare  signatures? 

Mr.  TuLLY.  No,  sir. 

Mr.  Gesell.  Do  you  have  any  procedure  which  would  cast  out 
duplications? 

Mr.  TuLLY.  In  the  examination  of  the  ballots  the  clerks  find  occa- 
sionally duplicate  ballots,  meaning  that  they  have  voted  under  one 
policy  in  the  first  instance  and  then  on  the  second  occasion  they 
voted  on  on  other  policy. 

Mr.  Gesell.  Is  j^our  procedure  such  as  to  catch  all  duplications? 

Mr.  TuLLY.  We  believe  it  is. 

The  Chairman.  What  is  the  purpose  of  trying  to  catch  duplications? 

Mr.  TuLLY.  They  are  entitled  to  only  one  vote. 

The  CHAIRMAN.  What  difference  does  it  make  under  that  system? 

Mr.  TuLLY.  That  is  the  inspector's 

The  Chairman  (interposing).  Senator  King  and  I  have  been  listen- 
ing to  this  description  with  a  great  deal  of  interest  and  we  are  going 
to  put  our  heads  together  and  see  if  we  can't  arrange  for  a  similar 
system  in  our  States. 

Mr.  Gesell.  You  said,  I  think,  that  these  ballots  and  proxies  are 
counted  under  the  supervision  of  the  inspectors  appointed  by  the 
insurance  department.  Isn't  it  a  fact  though  that  these  ballots 
and  proxies  are  received  in  advance  of  even  the  appointment  of  the 
inspectors  and  counted  and  sorted  by  the  clerks  ahead  of  the  actual 
election  itself? 

Mr.  TuLLY.  They  ai'e  received  a  long  time  ahead  of  the  election. 

Mr.  Gesell.  Are  they  opened  before? 

Mr.  TuLLY.  They  are  opened  with  the  permission  of  the  super- 
intenden  t  of  insurance.  It  is  a  fact  that  we  do  have  clerks  who  count 
the  ballots  only  for  the  purpose  of  informing  me  as  to  the  total  number 
of  ballots  that  are  received  up  to  any  given  date. 

Mr.  Gesell.  Why  do  you  want  to  know  the  total  number  cast? 

Mr.  TuLLY.  Just  to  see  how  many  of  those  that  we  have  shippe(| 
come  back  completed  ballots. 

Mr.  Gesell.  What  difference  does  it  make? 

Mr.  TuLLY.  It  doesn't  make  a  particle  of  difference,  but  the  final 
counting  of  the  ballots  is  done  on  the  day  of  the  election  by  these 
clerks  under  the  supervision  of  the  inspectors  of  the  election.  That 
is  tiie  official  count. 

Mr.  Gesell.  But  there  is  a  preliminary  opening  of  the  packages 
and  a  sorting  of  ballots  in  advance? 

Mr.  TuLLY.  If  I  may  say  so,  it  is  just  a  matter  of  curiosity.  We 
would  like  to  know  how  many  out  of  the  million  or,  say,  840,000 
ballots  that  were  sent  out  have  come  back  up  to  a  given  date.     It  has 
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nothing  to  do  whatever  with  the  official  count  which  is  made  after  the 
opening  of  the  poll. 

Mr.  Gesell.  The  New  York  law  provides  that  4  months  after  they 
have  been  counted,  if  there  has  been  no  objection  raised,  they  can  be 
destroyed.     Is  that  correct? 

Mr.  TuLLY.  It  sa3"s  they  are  to  be  preserved  for  a  period  of  4 
months.     We  add,  when  thej^  are  destroyed. 

Mr.  Gesell.  Is  the  practice  of  the  Metropolitan  to  destroy  the 
ballots  after  those  4  months,  and  the  proxies  too? 

Mr.  TuLLY.  Ballots  and  proxies  are  all  destroj^ed. 

Senator  King.  May  I  ask  one  question:  Has  there  been  any  formal 
charge  by  any  stockholder  or  by  the  insurance  commissioners 

Mr.  TuLLY  (interposing).  Policyholder. 

Senator  King.  I  beg  your  pardon,  policyholder  or  by  the  insurance 
commissioner  that  there  was  .a  fraud  in  the  election,  ballots  weren't 
counted  that  should  have  been  or  inferred  that  there  was  unfairness, 
deceit  or  fraud,  or  irregularity  in  any  of  your  election  proceedings? 

Mr.  TuLLY.  Notliing  of  that  kind  has  ever  been  known. 

Senator  King.  From  these  millions  of  stockholders 

Mr.  TuLLY  (interposing).  Policyholders. 

Senator  King.  Yes,  policyholders. 

Mr.  TuLLY.  Yes. 

Senator  King.  I  will  have  to  move  to  strike  out  stockholders  and 
insert  policyholders. 

The  CHAiRM.ysf.  There  is  not  likely  to  be  much  demand  for  a  recount 
when  the  votes  are  all  one  way. 

Mr.  Gesell.  Is  there  any  advertising  in  connection  with  the  elec- 
tions or  in  anticipation  of  the  elections  wliich  advises  the  policyholder 
in  any  way  of  the  business  connections  of  the  director,  his  age,  his 
period  of  service,  his  business  accomplishments,  his  attendance  record, 
or  anytliing  of  that  character? 

Mr.  TuLLY.  No,  sir. 

Mr.  Gesell.  By  the  way,  is  there  any  such  tiling  as  a  policyholder 
list  available  in  your  company? 

Mr.  Tully.  Not  as  a  list.  We  have  a  card  record  of  all  ordinary 
policyholders  of  $500.00  and  upward. 

Mr.  Gesell.  You  have  no  list  which  you  could^hand  me  and  say, 
"These  are  the  people  who  have  a  right  to  vote"? 

Mr.  TuLLY.  No,  sir. 

Mr.  Gesell.  You  would  have  to  compile  that,  ^vould  you  not? 

Mr.  Tully.  We  would  have  to  go  to  the  record  of  about  29,000,000 
or  27,000,000  policyholders. 

Mr.  Gesell.  As  a  matter  of  fact,  your  procedure.is  such  that  the 
policyholder's  name  is  really  carried  in  the  branch  office  and  not  car- 
ried on  a  master  control  in  tlie  home  office? 

Mr.  Tully.  No;  on  the  ordinary  type  of  policy  the  record  is  in  the 
home  office.  In  the  industrial  department  that  record  is  in  the  hands 
of  the  agent. 

The  Chairman.  But  the  law  provides  a  method  whereby  a  certain 
number  of  ]iolicy holders,  by  signing  petitions,  may  obtain  such  a  list 
of  policyholders? 

Mr.  Tully.  That  i_s  correct. 

The  Chairman.  Has  anv  such  demand  ever  been  m.ade? 
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Mr.  TuLLY.  No,  sir. 

Mr.  Gesell.  The  chairman  asked  concerning  communications  from 
poHcyholders.     Those  clear  across  your  desk,  clo  they  not? 

Mr.  TuLLY.  The  majority  of  them;  yes. 

Mr.  Gesell.  They  are  either  answered  by  yourself  or  one  of  the 
higher  officers  of  the  company? 

Mr.  TuLLY.  That  is  true. 

Mr.  Gesell.  Perhaps  I  might  read  a  typical  one  into  the  record, 
a  letter  from  a  Mr.  Lieberman,  dated  July  27,  1938,  addressed  to  the 
Metropohtan  [reading  from  "Exliibit  No.  249"]: 

I  am  the  holder  of  policy  No.  so  and  so.  I  notice  on  the  policy  that  directors 
of  the  company  .are  elected  at  a  given  time.  Please  send  me  a  copy  of  the  consti- 
tution and  bylaws  of  the  company  together  with  particulars  on  how  to  vote  in 
the  forthcoming  election  of  directors. 

I  shall  thank  you  for  your  prompt  attention. 

That  is  the  type  of  inquiry  you  get,  is  it  not? 
Mr.  TuLLY.  Yes;  just  a  simple  request  for  information. 
Mr.  Gesell.  Now  may  I  read  this  and  ask  j^ou  whether  this  is 
a  more  or  less  customary  reply  [reading  further  from  "Exhibit  No.  249"]: 
This  is  in  response  to  your  letter  of  the  27th. 

The  bylaws  of  this  company  contain  no  provisions  whatsoever  governing 
corporate  elections. 

Section  2  of  article  V  of  the  company's  Certificate  of  Corporations  fixes  the 
date  for  the  biennial  election  of  directors  on  the  second  Tuesday  of  April  in  every 
odd  year. 

The  election  of  directors  of  ins:irance  companies  organized  in  New  York  la 
covered  by  the  provisions  of  section  94  of  the  New  York  insurance  law  which 
is  very  elaborate  in  detail,  comprising  35  subsections  which  occupy  the  greater 
part  of  seven  pages  of  the  Statute  Book.  This  law  makes  provisions  for  an  admin- 
istration ticket  and  for  independent  tickets.  The  administration  ticket  is  required 
to  be  nominated  by  the  board  of  directors  at  least  7  months  prior  to  the  day  of 
any  election.  Independent  nominations  may  be  made  by  petition  of  policy- 
holders filed  with  the  superintendent  of  insurance  not  less  than  5  months  before 
the  election.  The  minimum  number  of  nominations  is  1  percent  of  the  total 
policies  in  force. 

The  next  election  will  be  held  on  t^he  second  Tuesday  of  April  1939.  We  shall 
have  pleasure  in  sending  you  on  or  about  March  15  of  that  year  a  ballot  and  a 
proxy,  either  one  of  which  may  be  used  to  record  5'our  vote  at  that  election. 

Mr.  TuLLY.  That  is  not  a  typical  response. 

Mr.  Gesell.  It  is  not? 

Mr.  TuLLY.  No,  sir.  It  is  generally  very  brief  and  to  the  point. 
I  think  perhaps  you  have  copies  there.     If  you  haven't,  I  have. 

Mr.  Gesell.  You  Mould  consider  this  veiy  detailed? 

Mr.  TuLLY.  Yes;  very  much  in  detail. 

Mr.  Gesell.  Do  you  usually  tell  the  policyholder  about  his  right 
to  make  an  independent  nomination? 

Mr.  TuLLY.  No,  sir. 

Mr.  Gesell.  You  said  no? 

Mr.  TuLLY.  We  do  not. 

Mr.  Gesell.  I  notice  in  this  letter  you  state  the  minimum  number 
of  nominations  is  1  percent  of  the  total  policies  in  force.  You  wrote 
that  letter  didn't  vou? 

Mr.  TuLLY.  I  think  I  did. 

Mr.  Gesell.  Is  it  not  a  fact  that  section  94,  subsection  9  provides 
that  one-tenth  of  1  percent  may  make  that  nomination? 

Mr.  Tully.  That  is  true. 
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Mr.  Gesell.  That  is  the  difference  between  270,000  and  27,000, 
is  it  not? 

Mr.  TuLLY.  Will  you  just  read  that  for  me  again,  please? 

Mr.  Gesell.  You  may  look  at  the  letter  again. 

Mr.  TuLLY.  It  is  a  misprint,  that  is  just  a  plain  error.  It  should 
be  one-tenth  of  1  percent. 

Mr.  Gesell.  It  is  written  out;  it  is  not  in  figures.  I  wish  to 
offer  this  correspondence. 

(The  letters  referred  to  were  marked  "Exhibit  No.  249"  and  are 
included  in  the  appendix  on  p.  1547.) 

The  Chairman.  What  is  the  typical  letter  that  you  send  out? 

Mr.  TuLLY.  May  I  just  refer  to  our  records  and  quote  it? 

The  Chairman.  I  confess  the  matter  seems  to  me  to  be  of  slight 
importance  where  the  votes  are  all  one  way. 

Mr.  Gesell.  Have  you  found  that  typical  letter? 

Mr.  Tully.  This  is  a  typical  one,  addressed  to  an  individual,  we 
will  call  liim  John  Doe,  Dated  April  2,  1935. 

This  is  in  response  to  your  card  of  the  28th  ultimo. 

The  election  of  directors  of  this  company  will  be  held  on  Tuesday,  April  9. 
The  polls  will  be  open  from  10  o'clock  irt  the  morning  and  closed  at  4  o'clock  in 
the  afternoon.  It  is  your  privilege  to  cast  your  vote  for  the  directors,  and  we 
would  be  very  glad  to  have  you  do  so.  You  may  vote  by  ballot  or  by  proxy. 
We  are  enclosing  a  ballot  and  proxy,  either  one  of  which  may  be  used.  Full  in- 
structions for  voting  appear  thereon.  If  you  prefer  to  vote  in  person  you  may 
do  so  at  any  time  between  the  hours  above  mentioned. 

The  Chairman.  Do  you  recall  ever  having  received  any  substan- 
tial number  of  letters  from  policyholders  who  desired  to  know  whether 
or  not  there  were  anj^  independent  candidates  or  who  desired  to  know 
if  there  was  any  opportunity  of  nominating  any  independent 
candidates? 

Mr.  Tully.  I  have  in  mind  that  during  the  last  20  years  we  have 
received  two  or  three  such  requests. 

The  Chairman.  How  were  they  treated?  What  sort  of  a  response 
went  to  them? 

Mr.  Tully.  I  do  not  believe  that  I  can  answer  that  question.  It 
would  be  in  the  hands  of  the  general  counsel.  If  received  by  me  it 
would  be  referred  to  the  general  counsel"  for  attention.  I  am  just 
quoting  recollection  now. 

The  Chairman.  "What  is  the  reason  for  the  circulation  of  so  many 
proxies  and  administration  ballots  when  apparently  when  they  are 
circulated  there  is  no  opportunity  for  any  opposition  ticket  to  be 
placed  in  the  field? 

Mr.  Tully.  The  ballots  run  into  large  figures,  as  I  quoted  a  short 
time  ago,  numbering  some  740,000.     The  proxies  at  the  most  were 

Senator  King  (interposing).  Forty-six  thousand. 

Mr.  Tully.  Forty-six  thousand,  a  wade  discrepancy,  a  discrepancy. 
We  send  these  ballots  to  our  field  force,  managers,  and  agents,  in  the 
hope  that  the  policyholders  will  take  more  interest  and  cast  their 
votes  at  the  various  elections. 

The  Chairman.  Have  you  at  any  time  notified  them  of  their  right 
under  the  law  to  nominate  anyone  for  opposition  tickets? 

Mr.  Tully.  No. 

Mr.  Gesell.  No;  as  a  matter  of  fact,  Mr.  Tylly,  when  some  of 
these  people  write  in  is  it  not  so  that  you  in  Metropolitan  make  an 


1308  CONCENTRATION   OF  ECONOMIC  POWER 

independent,  secret  investigation  of  that  man's  habits,  why  he  wrote 
in,  and  why  he  indicated  this  great  interest? 

Mr.  TuLLY.  There  have  been  one  or  two,  possibly  three,  and  you 
will  note  a  policy  number  was  not  given  and  so  we  had  no  means  of 
identifying  the  individual  as  a  policyholder  eligible  to  vote.  In 
one  or  two  of  those  cases  I  did  write  to  the  manager  under  personal 
and  confidential  coverage  asking  him  to  give  us  a  word  picture  of  the 
correspondent  and  to  tell  us  whether  he  was  a  policyholder. 

Mr.  Gesell.  Now,  let  me  see.  Here  is,  I  thmk,  an  example.  From 
Kansas  City,  Mo.,  September  29,  1936,  you  received  a  little  post 
card  [reading  from  "Exhibit  No.  250"! : 

Dear  Sir:  Kindly  advise  me  as  a  policyholder  how  to  vote.  Is  there  one  vote 
for  each  policy,  one  for  each  holder,  or  is  the  vote  regulated  by  the  amount  of 
insurance  carried? 

Yours  verytruly, 

C.  L.  Fontaine, 
Mercier  Street,  Kansafi  City,  Mo. 

Your  reply  states  to  Mr.  Fontaine  [reading  further  from  "Exhibit 
No.  250"]: 

This  is  in  response  to  your  post  card  request  of  the  29th  ultimo  for  information 
as  to  voting  for  election  of  directors. 

You  give  him  some  information.  That  letter  went  out  on  October  9 
to  Mr.  Fontaine,  telling  him  about  his  right  to  vote.  On  the  same  day 
you  appeared  to  have  written  to  Mr.  Henry  V.  Party,  manager  in 
Pennway,  Mo.  [reading  further  from  "Exhibit  No.  250"]: 

Will  you  please  find  out  and  tell  us  something  about  the  above  named,  his 
business,  general  standing  in  the  community,  the  numbers  of  his  policies  plus  the 
numbers  of  others  in  force  on  the  lives  of  the  members  of  his  family  and  the 
D.  L.  P. 

Mr.  TuLLY.  D.  L.  P.,  date  of  last  payment. 
Mr.  Gesell  (reading): 

We  ask  for  this  information  as  the  result  of  his  request  of  us  for  advice  as  to  how 
he  is  to  proceed  to  vote  for  the  directors  of  the  company  at  the  next  election. 
We  are,  of  course,  giving  him  the  desired  information.  We  have  also  told  him 
that  we  will  have  pleasure,  on  or  about  February  15,  in  sending  him  a  ballot  and  a 
proxy  either  one  of  which  may  be  used  to  record  his  vote;  that  full  instructions  as 
to  how  to  vote  will  appear  on  each  form,  and  that  irrespective  of  the  number  of 
policies  and  the  total  amount  of  insurance  he  has,  he  is  entitled  to  only  one  vote. 

This  is  the  paragraph  that  interests  me,  Mr.  Tully: 

There  is  no  need  for  you  to  send  one  of  your  men  to  question  him.  Casual 
inquiries  of  the  agent  or  of  others  in  the  neighborhood  of  his  business  should 
enable  you  to  give  us  a  pretty  good  line  on  him  and  his  interest  in  the  company. 

Mr.  TuLLY.  If  the  gentleman  was  a  policyholder  of  the  company 
the  manager  could  obtain  from  the  agent  some  knowledge  of  this  man. 

Mr.  Gesell.  Now  if  you  wanted  to  know  whether  this  man  had  a 
policy  and  what  the  policy  number  was,  couldn't  you  write  to  him  as 
a  member  of  the  Metropolitan  family  and  drop  him  a  card  and  ask 
him  for  his  policy  number? 

Mr.  Tully.  I  could  very  well  have  done  that,  but  I  just  took  the 
other  means  that  was  open  to  us  of  finding  out  through  the  agent. 

Mr.  Gesell.  Why  was  it  necessary  to  know  about  his  business  and 
general  standing  in  the  community? 

Mr.  Tully.  Well,  that  is  somewhat  of  an  exaggerated  point. 

Mr.  Gesell.  Wliy  was  it  necessary  to  make  casual  inquiries  about 
him  in  the  neighborhood? 
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Mr.  TuLLY.  That  would  not  be  done  if  the  agent  knew  the  man  as 
a  policyholder. 

Mr.  Gesell.  Wouldn't  the  proper  thing  have  been  for  your  agent 
or  your  manager  to  go  directly  to  this  man  and  ask  him? 

Mr.  TuLLY.  No,  sir;  I  don't  think  so.     We  never  do  that. 

Mr.  Gesell.  On  whose  instructions  do  you  send  this  kind  of  thing 
out,  Mr.  Tully? 

Mr.  Tully.  I  would  say  in  that  respect  that  I  personally  am  re- 
sponsible for  that.  That  was  followed  in  two  or  three  cases.  I  do 
not  know  of  any  other  cases  where  that  has  ever  been  done. 

Mr.  Gesell.  Is  it  because  you  are  alarmed  or  have  some  doubts  as 
to  the  fact  that  a  man  may  make  an  independent  nomination? 

Mr.  Tully.  Absolutely  no. 

The  Chairman.  Wliat  was  the  date  of  that? 

Mr.  Tully.  October  9. 

Mr.  Gesell.  October  1936.  The  correspondence  is  all  in  that 
month;  it  varies  from  the  9th  to  about  the  13th. 

The  Chairman.  When  was  the  next  election? 

Mr.  Gesell.  April  1937,  I  believe. 

Mr.  Tully.  April  1937. 

Mr.  Gesell.  I  wish  to  offer  this  correspondence  in  evidence  together 
with  the  reply  which  perhaps  I  might  read.  Mr.  Party  replied  to  Mr. 
Tully  [reading  further  from  "Exhibit  No.  250"! : 

In  regard  to  Mr.  Fontaine,  I  will  give  you  the  following  report.  This  man  has 
$27,500  of  Metropolitan  10-year  term  policy  with  our  Agent  Brown,  debit  76. 

He  is  a  grain  broker.  He  also  has  $10,000  worth  of  insurance  in  some  Texas 
company.     He  has  recently  requested  the  figures  to  change  his  term  insurance. 

and  there  follow  some  facts  that  they  have  been  able  to  collect  about 
him,  about  his  daughters  being  in  boarding  school,  and  certain  things. 

(The  correspondence  referred  to  was  marked  "Exhibit  No.  250" 
and  is  included  in  the  appendix  on  p.  1548.) 

Mr.  Tully.  May  I  add  that  the  manager  correctly  identified  this 
man  as  a  policyholder,  that  he  gave  us  the  amount  of  his  insuraace, 
and  we  could  then  and  there  have  gone  into  our  files,  we  could  have 
learned  from  our  files  the  nature  of  the  man's  business,  something 
about  his  insurance,  and  many  other  things. 

Mr.  Gesell.  Does  that  incoming  letter  give  the  man's  policy 
number?  You  didn't  get  what  you  wanted,  did  you,  Mr.  Tully? 
Did  you  write  him  back? 

Mr.  Tully.  No;  we  didn't.  When  he  is  a  policyholder  of  the  com- 
pany we  must  necessarily  satisfy  him. 

The  Chairman.  The  witness  testified  that  this  is  an  isolated  inci- 
dent, Mr.  Gesell.  Have  you  any  reason  to  believe  it  is  not  an  iso- 
lated case? 

Mr.  Tully.  May  I  add  that  that  is  the  experience  over  a  good 
many  years,  just  these  three  cases. 

Mr.  Gesell.  I  have  some  other  cases  from  the  files,  of  that  kind; 
yes.     Would  you  like  them  for  the  record? 

The  Chairman.  Not  necessarily;  no.  The  witness  testified  that 
this  was  an  isolated  case  and  I  was  just  wondering  what  the  purpose 
of  the  representation  is.  Are  you  going  to  prove  that  it  is  not  an 
isolated  case? 

Mr.  Gesell.  I  will  ask  Mr.  Tully,  how  many  times  have  you  made 
an  investigation  of  a  policyholder  who  wrote  in  and  inquired  about  his 
franchise  rights? 


1310  CONCENTRATION   OF  ECONOMIC  POWER 

Mr.  TuLLY.  I  would  say  not  more  than  the  three  or  four  that  are 
in  this  file. 

The  Chairman.  How  did  you  happen  to  do  tliis,  Mr.-  Tully? 

Mr.  TuLtY.  The  man  didn't  give  us  the  number  of  his  policy,  and 
curiosity  killed  a  cat.  That  was  what  I  was  after,  trying  to  find  a 
word  picture  of  the  man.    There  was  no  ulterior  purpose  in  mind. 

The  Chairman.  Since  the  election  is  such  a  formality  in  any  event, 
I  wondered  why  you  should  go  to  the  trouble  in  one  isolated  case  to 
find  out  who  the  man  was. 

Mr.  Tully.  Just  poor  judgment. 

The  Chairmat^j.  What  would  you  do  with  the  information  when 
you  got  it? 

Mr.  Tully.  It  would  remain  in  the  7i\e. 

Senator  King.  In  the  card  you  first  received  did  the  sender  state  the 
number  of  his  policy? 

Mr.  Tully.  He  did  not. 

Senator  King.  If  he  had  stated  the  number  of  his  policy 

Mr.  Tully  (interposing).  I  would  know  he  was  a  policyholder  and 
was  entitled  to  that  information. 

Mr.  Gesell.  Just  one  thing,  Mr.  Tully.  Do  you  recall  some 
correspondence  you  had  with  a  Mr.  John  O'Connor,  who  inquired 
about  the  right  to  vote,  in  December  1937? 

Mr.  Tully.  Yes. 

Mr.  Gesell.  Your  reply  to  Mr.  O'Connor  on  December  15,  1937,' 
did  not  give  full  information  to  Mr.  O'Connor  about  the  methods  to 
be  pursued  in  making  an  independent  nomination,  did  it? 

Mr.  Tully.  No,  sir. 

Mr.  Gesell.  I  notice  the  tab  states,  to  you  from  Mr.  Dunham,  of 
the  legal  division  of  your  company. 

This  letter  has  had  the  consideration  of  Messrs.  Lincoln  and  Ecker,  who  don't 
want  any  further  explanation  given. 

Have  you  anything  further  to  say  about  that? 

Mr.  Tully.  I  have  not.  They  have  to  speak  for  themselves. 
I  speak  for  myself. 

Mr.  Douglas.  I  have  a  question;  perhaps  you  covered  it,  perhaps 
I  didn't  understand.  Let  me  ask  you  a  hypothetical  question.  Sup- 
pose I  were  a  bona  fide  policyholder  of  Metropolitan,  and  I  wanted  to 
get  a  candidate  of  my  choice  before  the  electorate,  how  would  I  go 
about  doing  it? 

Mr.  Tully.  You  would  have  to  join  with  24  others  and  petition 

Mr.  Douglas  (interposing).  Tw§nty-four  other  pohcyholders? 

Mr.  Tully.  Yes. 

Mr.  Douglas.  How  could  I  find  them? 

Mr.  Tully.  Well,  from  personal  acquaintances. 

Mr.  Douglas.  Could  I  go   to  the  company  and  would  you,   as 
assistant  secretary,  or  some  other  ofiicer  of  the  company  give  me  a  list' 
of  policyholders  from  which  I  could  select  a  few  names? 

Mr.  Tully.  I  would  immediately  refer  that  question  to  the  general 
counsel  of  the  company  for  attention. 

Mr.  Douglas.  Have  you  ever  had  any  such  inquiry? 

Mr.  Tully.  We  have  never  had. 

Mr.  Douglas.  Therefore  it  is  correct  to  say  that  Metropolitan  has 
no  policy  as  respects  the  accessibility  of  the  names  and  addresses  of 
policyholders.     Is  that  right? 
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Mr.  TuLLY.  We  have  an  index  of  all  policyholders. 

Mr.  Douglas.  But  you  have  no  policy  as  respects  their  release  or 
distribution  to  people  like  myself  in  this  hypothetical  case. 

Mr.  TuLLY.  I  would  prefer  to  have  the  general  counsel  answer 
that  question.  I  would  say,  however,  that  we  would  probably  give 
you  the  information  if  you  asked  for  it.  I  am  just  expressing  my  own 
opinion  on  that  question. 

Mr.  Douglas.  But  in  the  history  of  Metropolitan  so  long  as  you 
have  been  associated  with  it,  that  question  has  never  arisen? 

Mr.  TuLLY.  It  never  has. 
■  Mr.  Gesell.  Just  to  clarify  one  point,  you  say  you  get  25  policy- 
holders.    That  would  be  for  the  purpose  of  getting  a  policyholders' 
list  through  the  office  of  the  insurance  commissioner. 

Mr.  TuLLY.  Superintendent  of  insurance. 

Mr.  Gesell.  It  would  then  be  necessary,  would  it  not,  to, get  the 
approval  of  one-tenth  of  1  percent  of  aU  the  poUcyholders  entitled  to 
vote,  to  make  an  independent  nomination? 

Mr.  TuLLY.  That  is  correct. 

Mr.  Douglas.  And  that  requirement  would  require  me  to  get 
around  27,000  endorsements  for  my  candidate? 

Mr.  TuLLY.  I  would  say  27,000  to  29,000.  I  am  not  much  of  a 
mathematician. 

Mr.  Douglas.  One-tenth  of  1  percent  of  27,000,000  is  27,000,  isn't  it. 

Mr.  TuLLY.  Twenty-seven  thousand. 

Representative  Sumners.  I  would  like  to  ask  a  question,  if  you 
please,  sir.  As  a  practical  proposition,  with  that  many  million  pohcy- 
holders,  is  there  any  possibility  of  an  opposition  ticket,  unless  there  is  a 
great  big  excitement  among  the  policyholders  caused  by  somebody 
who  has  a  lot  of  money  he  wants  to  invest  in  an  effort  to  get  control? 

Mr.  TuLLY.  I  think  there  would  have  to  be  a  lot  of  noise. 

Representative  Sumners.  Suppose  one  individual  got  all  the  infor- 
mation you  have  got.  How  would  he  go  about  stirring  up  these 
twenty-odd  million  people  and  getting  a  ticket  in  there  to  beat  you 
folks? 

Mr.  TuLLY.  He  would  have  to  find  a  number  of  men  of  the  same 
type  of  mind,  to  interest  as  many  as  he  can. 

Representative  Sumners.  He  not  only  would  have  to  have  a  mi^d ; 
he  would  have  to  have  money.  ■ 

The  Chairman.  It  would  be  a  Uttle  bit  worse  than  running  for 
Congress. 

Representative  Sumners.  Now,  as  a  practical  proposition — I  don't 
know  what  all  this  testimony  is  about — either  you  people  control  the 
election  of  officers  or  somebody  else  does. 

Mr.  TuLLY.  The  directors. 

Representative  Sumners.  And  somebody  has  to  unseat  you  to  get 
in.  It  takes  a  heap  of  votes  and  lots  of  money,  so  that  is  aU  there  is 
to  it  as  I  see  it. 

Mr.  TuLLY.  And  a  lot  of  money. 

Senator  King.  Has  there  ever  been  any  particular  complaint  of 
the  management  or  any  disposition  to  oust  any  member  at  all? 

Mr.  TuLLY.  Not  even  a  ripple  of  it;  on  the  other  hand  there  have 
been  thousands  of  letters  coming  in  and  congratulating  the  manage- 
ment on  the  conduct  of  the  business  from  all  over  the  United  States 
and  Canada. 

124491— 39— pt.  4 11 
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Mr.  O'Brian.  Mr.  Chairman,  may  I  make  an  observation  in  con- 
nee  tion  with  this  very  subject?  This  section  94  ^  which  has  been  in 
force  in  substance,  substantially  the  same  form,  ever  since  the  Arm- 
strong committee,  has  been  given  a  good  deal  of  study  according  to 
current  information,  and  a  couple  of  years  ago  Professor  Patterson,  of 
Columbia  University,  who  is  a  professor  of  insurance,  was  retained  by 
the  commissioner  of  insurance  of  the  State  of  New  York  to  study  and 
make  recommendations  on  a  revision  of  the  New  York  insurance  law, 
and  this  particular  subject  was  made — special  emphasis  was  laid  upon 
it  in  the  so-called  "code"  which  is  now  before  the  New  York  Legislature 
for  adoption.  This  section  remains  substantially  unchanged.  There 
are  minor  changes  in  it,  but  I  believe  there  is  some  literature  on  the 
subject  in  the  form  of  notes  of  Professor  Patterson,  who  has  been  ap- 
pointed special  counsel. 

The  Chairman.  Mr.  O'Brian,  inasmuch  as  you  have  made  this 
statement,  won't  you,  for  the  benefit  of  the  record,  just  tell  us  who 
you  are? 

Mr.  O'Brian.  I  am  Mr.  John  Lord  O'Brian,  acting  as  counsel  for 
the  Metropolitan  in  this  particular  section  of  this  inquiry.  I  thought 
it  might  be  of  interest  to  the  committee  to  know  that  this  subject  has 
been  receiving  a  good  deal  of  study  on  the  part  of  the  New  York  Insur- 
ance Department  as  well  as  on  the  part  of  the  companies. 
The  Chairman.  Have  you  participated  in  the  study? 
Mr.  O'Brian.  I  have  not,  but  I  think  what  I  am  saying  is  a  matter 
of  general  knowledge.  Mr.  GeseU  is  probably  familiar  with  it.  I  am 
not  saying  it  should  or  should  not  be  changed.  I  am  just  calling  atten- 
tion to  the  fact  that  it  has  been  receiving  a  good  deal  of  attention,  but 
the  net  result  is  the  recommendation  of  the  special  committee  in  New 
York  State  who  made  the  study,  a  legislative  committee,  embodied 
in  a  proposed  law  which  leaves  this  without  substantial  change.  It  is 
a  troublesome  question.     Everybody  reahzes  that. 

Senator  King.  Notwithstanding,  then,  the  study  made,  an  investi- 
gation and  study  by  Mr.  Patterson,  the  matter  is  now  before  the  legis- 
lature and  this  particular  section  has  not  been  materially  changed? 
Mr.  O'Brian.  Not  been  materially  changed. 

Mr.  Douglas.  Mr.  Chairman,  we  plan  to  present  the  committee 
with  the  matters  with  regard  to  that  study. 

Mr.  O'Brian.  If  I  had  known  that  I  wouldn't  have  mentioned  it. 
Mr.  Gesell.  I  have  no  further  questions  of  this  witness. 
The  Chairman.  Do  any  members  of  the  committee  desire  to  ask 
questions?     Dr.  Lubin? 

Dr.  Lubin.  Mr.  TuUy,  can  you  give  us  for  the  record  the  cost  of 
printing  that  miUion-odd  ballots  and  proxies? 

Mr.  TuLLY.  I  personally  cannot  give  you  that  information,  but  we 
have  it  in  the  file  here  somewhere. 

Cost  of  printing  ballots,  proxies,  letters  to  the  field  force,  and  forms 
for  recording  votes  for  1937  election,  $1,279.27.  Printing  notice  re- 
election in  pohcies,  and  so  forth,  $1,007. 

Senator  King.  Supposing  you  had  not  printed  a  large  number — 
you  printed  a  milHon — and  there  had  been,  through  some  unexpected 
reason,  a  demand  upon  the  part  of  the  policyholders  to  make  a  change 
or  to  vote,  and  you  had  not  printed  the  milUon,  then  you  would  have 
been  in  a  dilemma,  I  suppose. 

I  See  "Exhibit  No.  232",  appendix,  p.  1522. 
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Mr.  TuLLY.  We  would  have  to  have  the  presses  running  night  and 
day  for  24  hours  every  day  in  the  year,  costing  considerable  money. 

Mr.  Gesell.  Our  next  witness  is  Mr.  Schurr. 

(The  witness,  Mr.  Tully,  was  excused.) 

The  Chairman.  Do  you  solemnly  swear  the  testimony  you  are 
about  to  give  in  this  proceeding  shall  be  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Schurr.  I  do. 

TESTIMONY  OF  EDWARD  SCHURR,  AGENT,  VAN  CORTLAND 
DISTRICT  OFFICE,  METROPOLITAN  LIFE  INSURANCE  CO., 
NEW  YORK  CITY 

Mr.  Gesell.  What  is  your  full  name? 

Mr.  Schurr.  Edward  Schurr. 

Mr.  Gesell.  Are  you  employed  by  the  Metropolitan  Life  Insur- 
ance Co.? 

Mr.  Schurr.  I  am. 

Mr.  Gesell.  In  what  capacity? 

Mr.  Schurr.  As  an  agent. 

Mr.  Gesell.  Out  of  what  office  do  you  work? 

Mr.  Schurr.  The  name  of  the  office  is  the  Van  Cortland  district; 
the  address,  723  West  One  Hundred  and  Eighty-first  Street,  Nev/ 
York. 

Mr.  Gesell.  What  is  the  name  of  the  manager? 

Mr.  Schurr.  Mr.  J.  L.  Kinsey. 

Mr.  Gesell.  Are  you  selling  industrial  insurance,  primarily? 

Mr.  Schurr.  Industrial  and  ordinaiy. 

Mr.  Gesell.  Do  you  have  industrial  debits  from  which  you  collect 
each  week? 

Mr.  Schurr.  I  do. 

Mr.  Gesell.  How  long  have  you  been  \\ith  the  company? 

Mr.  Schurr.  It  will  be  11  years  in  August. 

Mr.  Gesell.  In  how  many  elections  have  you  participated? 

Mr.  Schurr.  Four  or  five,  I  am  not  quite  sure. 

Mr.  Gesell.  Will  you  tell  us  the  procedure  in  the  office  in  which 
you  are  employed  when  an  election  of  directors  for  the  company  is 
announced? 

Mr.  Schurr.  We  would  be  given  somewheres  around  forty  or  fifty 
ballots  by  the  manager,  usually,  at  an  open  meeting,  and  asked  that 
we  have  them  signed  by  the  poUcyholders,.  witnessed  and  insert  the 
poficy  number  applying  to  that  individual,  and  then  we  would  return 
them  to  the  office. 

Mr.  Gesell.  Would  the  manager  or  assistant  manager  call  together 
all  the  agents  working  out  of  that  office? 

Mr.  Schurr.  That  is  what  I  mean  by  an  open  meeting,  when  all 
the  men  were  present. 

Mr.  Gesell.  And  these  would  be  handed  out  to  all  of  the  men? 

Mr.  Schurr.  That  is  right. 

Mr.  Gesell.  Are  you  given  any  particular  time  within  which  to 
get  them  returned,  signed  by  the  policyholders? 

Mr.  Schurr.  As  far  as  I  recall,  within  about  a  week.  We  would 
be  given  a  few  a  day,  probably  10  or  12,  and  we  were  asked  that  they 
be  returned  the  following  morning. 
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Mr.  Gesell.  So  you  were  given  a  few  and  you  would  get  those  in, 
and  then  you  were  given  a  few  more  and  you  would  get  those  in. 

Mr.  ScHURR.  That  is  the  usual  procedure. 

Mr.  Gesell.  Will  you  tell  us  what  procedure  you  followed  in 
obtaining  the  signature  of  poUcyholders  on  these  ballots? 

Mr.  ScHURR.  If  we  had  the  time  or  we  could  get  them  signed,  they 
were  signed  by  the  poUcyholders,  but  if  we  were  very  busy  or  found 
some  resistance  by  the  policyholder  in  not  wanting  to  sign  it  for  one 
reason  or  another,  they  wouldn't  be  signed  at  times. 

Mr.  Gesell.  Who  would  sign  them? 

Mr.  ScHURR.  Well,  it  was  a  practice  more  or  less  for  one  agent  to 
sign  them  for  another. 

Mr.  Gesell.  You  mean  that  two  or  more  agents  would  get  together 
and  each  sign  the  other  fellow's  ballots? 

Mr.  ScHURR.  That  was  done  a  good  deal. 

Representative  Sumners.  Let's  make  that  pretty  clear.  Why 
didn't  the  agent  sign  his  own  ballot? 

Mr.  Douglas.  When  you  say  his  own  ballot 

Representative  Sumners.  If  an  agent  is  a  policyholder,  he  is 
entitled  to  a  vote. 

Mr.  Gesell.  I  think  I  can  help.  If  you  have  20  or  30  ballots  to 
get  signed,  do  the  policyholders  sign  them  or  do  other  agents  in  the 
company  sign  them? 

Mr.  ScHURR.  I  say  we  have  some  of  them  signed,  but  if  we  couldn't 
or  didn't  have  the  opportunity  to  do  so  and  we  were  pressed  for  time, 
we  didn't  think  anything  of  having  someone  else  sign  it  for  them. 

Mr.  Gesell.  That  would  be  without  the  knowledge  or  author- 
ity  

Mr.  Lincoln  (interposing).  Do  I  understand  the  agent  to  say  that 

one  agent  will  forge  the  name  of  a  policyholder? 

Representative  Sumners.  He  is  pretty  nearly  saying  it. 

Mr.  Lincoln.  That  is  what  I  want  to  bring  out.  I  may  be  out  of 
order.     Has  this  young  man 

Mr.  Douglas  (interposing).  I  think,  Mr.  Chairman,  in  accordance 
with  the  procedure  we  have  recommended  to  the  committee,  that  Mr. 
Gesell  should  be  permitted  to  continue  his  examination  and  elicit  the 
facts  without  interruption. 

Mr.  Gesell.  Will  you  just  go  over  this  in  as  much  detail  as  possible, 
Mr.  Schurr? 

Representative  Sumners.  Let  him  teU  us  exactly  what  he  is  trying 
to  say. 

Mr.  Gesell.  Tell  us  exactly  the  procedure  that  is  followed  with 
respect  to  some  of  these  ballots. 

Mr.  Schurr.  I  am  trying  to  say  we  take  some  ballots  out,  and  if  the 
policyholder  signed  it  without  any  trouble,  we  would  explain  it  within 
the  limits  of  our  time,  and  so  forth,  but  if  there  was  any  opposition, 
if  they  started  saying,  "Well,  we  don't  know  who  these  people  are," 
or  "We  haven't  any  choice,"  or  "We  don't  understand  it/'  or  "Don't 
bother  me,"  or  "I  don't  want  to  sign  my  name  to  something,"  which 
we  would  get  in  some  cases,  and  we  were  pressed  for  time,  when  it 
came  to  sending  them  in,  if  we  were  short  of  time  and  couldn't  get 
them  done,  we  didn't  think  anything  of  having  an  agent  sign  them 
for  us. 
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Representative  Sumners.  Can't  you  say  whether  you  signed  that 
man's  name  to  a  ballot  or  not?  Was  his  name  signed  to  a  ballot,  the 
name  of  a  man  who  didn't  agree  to  sign,  did  that  ballot  show  up  signed 
by  somebody  else  in  his  name? 

Mr.  ScHURR.  That  is  right. 

Mr.  Gesell.  The  other  agent  would  sign  the  name  of  that  particular 
policyholder  on  the  ballot? 

Mr.  ScHURR.  That  is  right. 

The  Chairman.  Let  me  interrupt  here.  You  said  that  "We 
didn't  think  anything  of  getting  an  agent  to  sign."  Did  I  understand 
you  to  say  that? 

Mr.  ScHURR.  That  is  right. 

The  Chairman.  Do  you  want  the  committee  to  understand  that 
you,  personally,  in  some  cases,  signed  the  name  of  a  policyholder  with- 
out the  knowledge  and  consent  of  that  poUeyholder? 

Mr.  ScHURR.  I  do;  yes. 

The  Chairman.  In  how  many  cases  have  you  done  that? 

Mr.  ScHURR.  I  wouldn't  be  prepared  to  say  how  many,  but  quite  a 
few. 

The  Chairman.  Ten  cases? 

Mr.  ScHURR.  Probably  m  each  batch,  as  many  as  that. 

The  Chairman.  In  each  batch.     How  many  batches? 

Mr.  ScHURR.  What  I  mean  is,  there  were  a  group  of  40  or  50  we  had 
to  sign  in  each  particular  election,  and  in  that  batch  there  would  be 
a  number  that  we  would  do  that  way. 

Mr.  Lincoln.  Aren't  we  entitled  to  have  the  names  of  any  policy- 
holders  

Representative  Sumners.  I  would  sort  of  like  to  finish  up  with  this 
witness. 

Mr.  Douglas.  Out  of  forty-odd  ballots  that  you  would  receive,  Mr. 
Schurr,  you  would,  yourself,  in  the  period  in  question,  on  the  average, 
sign  the  name  of  the  policyholder  to  about  afourth  of  those? 

Mr.  Schurr.  No;  I  didn't  say  that  I  signed  them.  I  said  if  I  were 
short  of  signatm-es;  we  would  exchange  signatures. 

Mr.  Douglas.  But  you  would  sign  the  ballots  that  had  been  given 
to  another  agent  and  he  would  sigii  ballots  that  had  been  given  to  you. 

Mr.  Schurr.  That  is  right. 

Mr.  Douglas.  And  that  would  run  about  one-fourth  in  average  on 
the  total  number  received. 

Mr.  Schurr.  I  am  maldng  a  guess. 

Mr.  Douglas.  That  is  your  best  estimate. 

Mr.  Schurr.  Some  small  percentage  would  be  done  that  way. 

Mr.  Gesell.  And  when  you  say  "sign,"  you  mean  sign  the  name  of 
tiie  policyholder;  is  that  right? 

Mr.  Schurr.  'That  is  right. 

Senator  King.  Suppose  I  was  a  poHcyholder  and  you  came  to  me 
and  asked  me  to  sign  the  ballot  and  I  dechned,  would  you  take  upon 
yourself  the  responsibility  before  you  turned  in  that  ballot  to  sign  my 
name? 

Mr.  Schurr.  If  we  didn't  succeed  in  getting  the  sufficient  number 
signed  we  would  finish  them  up  that  way. 

Senator  King.  You  would  forge  my  name ;  would  you? 

Mr.  Schurr.  That  is  right. 
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Representative  Sumners.  Every  time  I  begin  to  develop  a  witness 
everybody  jumps  in  on  me.  There  are  several  things  that  I  don't  quite 
imderstand  about  it.  Why' didn't  each  agent  sign  the  names  of  the 
people  who  were  on  his  list  instead  of  getting  somebody  else  to  do  it? 
Why  did  you  have  to  have  the  exchange  among  agents?  He  signed 
your  bunch  and  you  signed  his.  Why  did  you  boys  go  to  that 
trouble? 

Mr.  ScHURR.  So  the  signatures  wouldn't  all  be  in  the  same  hand- 
writing. 

Representative  Sumners.  Another  thing  I  would  like  to  know  is, 
you  did  this  when  you  were  in  a  hurry.     Were  you  usually  in  a  hurry? 

Mr.  ScHURR.  Well,  it  would  depend.  If  we  had  plenty  of  other 
work,  or  if  we  had  other  work,  and  if  w<?  were  short  of  time — I  have 
added  that  two  or  three  times. 

Representative  Sumners.  I  understand  that.  Did  you  stay  short 
of  time  most  of  the  time? 

Mr.  ScHURR.  This  only  took  place  for  a  week,  as  far  as  I  remem- 
ber— the  balloting. 

Representative  Sumners.  But  how  often  does  it  occur? 

Mr.  ScHURR.  Every  other  year. 

Representative  Sumners.  You  do  that  every  other  year? 

Mr.  ScHURR.  That  is  correct. 

Representative  Sumners.  Is  that  week  one  of  your  slack  weeks  or  a- 
rather  busy  week? 

Mr.  ScHURR.  We  have  no  way  of  telling  right  now. 

Representative  SuMNERs.'fHow  did  you  come  to  get  in  the  habit  of 
doing  this  sort  of  thing?  Who  put  you  up  to  it  in  the  first  place? 
Who  developed  it,  or  did  you  just  as  a  bunch  of  smart  boys  figure 
that  out  to  save  a  lot  of  work? 

Mr.  ScHURR.  Well,  do  you  want  to  know  the  reason  why  I  did  it? 

Representative  Sumners.  That  is  what  I  have  been  trying  to  find 
out,  and  we  will  find  out  too  if  the  rest  of  these  folks  will  leave  us 
alone  a  while. 

Mr.  ScHURR.  We  felt  it  wasn't  done,  that  the  policyholders  didn't 
take  enough  interest  in  them  and  if  we  had  to  press  them  too  much, 
it  would  interfere  with  the  rest  of  the  work.  We  didn't  think  it  was 
taken  seriously  enough — let's  put  it  that  way. 

Representative  Sumners.  Who  originated  the  idea  in  your  outfit? 

Mr.  ScHURR.  I  couldn't  say  that. 

Representative  SuMi^ERS.  You  didn't  do  it,  did  you? 

Mr.  ScHURR.  I  don't  believe  so. 

Representative  Sumners.  You  can't  claim  credit  for  it.  Do  you 
know  whether  that  is  done  by  agents  in  other  territories?  Have  you 
ever  heard  or  do  you  know  anything  about  it? 

Mr.  ScHURR.  I  wouldn't  be  prepared  to  say  about  other  territories, 
but  it  was  common  practice  in  my  office. 

Mr.  Douglas.  I  might  say.  Judge  Sumners,  that  the  Commission 
is  prepared  to  show  the  extent  of  the  practice. 

Representative  Sumners.  Then  I  will  quit.     I  didn't  know  that. 
Mr.  Gesell.  How  long  has  this  been  going  on  in  the  office  where 
you  work? 

Mr.  ScHURR.  As  long  as  I  am  there. 

Mr.  Gesell.  That  has  been  back  over  four  or  five  elections? 

Mr.  ScHURR.  Four  or  five;  yes. 
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Mr.  Gesell.  Is  the  signing  of  these  ballots  done  openly  in  the 
office? 

Mr.  ScHURR.  Well,  not  necessarily. 

Senator  King.  Do  you  mean  in  his  office  or  the  company's  office? 

Mr.  Gesell.  In  the  company's  office. 

Mr.  ScHURR.  Not  particularly;  no.     Sign  them  any  place  we  could. 

Mr.  Gesell.  Have  you  sometimes  signed  them  in  the  company's 
office? 

Mr.  ScHURR.  I  believe  I  have;  yes,  sir. 

Mr.  Gesell.  Have  you  seen  other  agents  sign  them  in  the  company's 
office? 

Mr.  ScHURR.  Yes ;  I  have. 

Mr.  Gesell.  Is  if  more  or  less  a  standing  joke  around  the  office 
that  everybody  signs  them  that  way? 

Mr.  ScHURR.  It  is  common  practice;  yes,  sir. 

The  Chairman.  Is  it  generally  knDwn? 

Mr.  ScHURR.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  or  not  your  manager  knows 
about  it? 

Mr.  ScHURR.  I  don't  think  he  could  avoid  knowing  about  it. 

The  Chairman.  Why  do  you  say  that? 

Mr.  ScHURR.  Because  if  enough  were  done  around  the  office,  it  was 
no  secret. 

The  Chairman.  Did  he  come  up  from  an  agent  himself? 

Mr.  Schurr.  Well,  this  particular  manager,  I  don't  believe  so;  no. 

The  Chairman.  What  about  the  assistant  managers? 

Mr.  Schurr.  Well,  I  say  it  was  done  openly  in  the  office  enough  so 
it  was  known  around  the  office. 

Mr.  Gesell.  Did  the  manager  or  the  assistant  managers  indicate 
when  they  handed  these  ballots  out  in  any  way  they  knew  that  was 
the  way  you  were  going  to  get  the  signatures? 

Mr.  Schurr.  No;  they  didn't  indicate  that  way. 

Mr.  Gesell.  Did  you  sometimes  sign  them  left-handed  or  back- 
handed to  disguise  the  signatures? 

Mr.  Schurr.  Yes. 

Mr.  Gesell.  And  that  was  the  general  way  of  doing  it,  was  it? 

Mr.  Schurr.  Yes,  sir. 

Mr.  Gesell.  Was  there  quite  a  bit  of  pressure  put  upon  you  by  the 
managers  to  get  these  ballots  in  on  specific  dates? 

Mr.  Schurr.  Yes,  we  were  given  a  set  time  to  bring  them  in. 

Mr.  Gesell.  Is  that  one  of  the  reasons  why  you  felt  hurried  in 
getting  them? 

Mr.  Schurr.  Yes;  we  had  to  have  them  in  by  the  end  of  this  given 
time. 

Mr.  Gesell.  What  do  you  mean,  you  had  to  have  them  in?  Were 
you  told  .that  you  would  be  subject  to  some  penalty  if  you  didn't  get 
them  in? 

Mr.  Schurr.  I  don't  recall  any  penalties  being  given  in  that  connec- 
tion, exactly,  but  it  was  impressed  on  us  very  definitely  that  they  had 
to  be  in. 

The  Chairman.  By  whom? 

Mr.  Schurr.  By  the  manager. 

The  Chairman.  The  same  manager  of  your  office? 

Mr.  Schurr.  The  manager  who  gave  us  the  ballots. 
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The  Chairman.  The  manager  who  knew  the  signatures  were  bemg 
"^dded  by  yourself  and  other  agents? 

Mr.  ScHURR.  I  say  I  presume  he  knew.  It  wasn't  discussed  with 
me  personally.     I  presume  he  knew  about  it. 

The  Chairman.  You  don't  Imow  whether  he  Imew  or  not? 

Mr.  ScHURR.  Well,  you  understand,  if  we  sign  a  ballot  that  way, 
we  didn't  take  any  particular  trouble  to  advertise  it.  If  he  saw  it,  it 
didn't  bother  us  much.     That  was  the  idea. 

The  Chairman.  But  you  don't  know  and  don't  wish  to  testify 
directly  as  to  whether  or  not  the  manager  himself  knew  that  you  were 
doing  it? 

Mr.  ScHURR.  No;  I  wouldn't  say  that;  no. 

The  Chairman.  Then,  so  far  as  your  .testimohy  is  concerned,  the 
agents  knew  about  it  but  you  cannot  say  that  the  manager  knew  about 
it? 

Mr.  ScHURR.  No;  I  don't  know  that. 

The  Chairman.  What  do  you  mean  by,  "No;  I  don't  know  that?'^ 

Mr.  ScHURR.  I  feel  it  was  common  practice  that  the  manager  and 
the  assistant  manager  and  everybody  connected  with  the  office  knew 
about  it.  That  is  what  I  feel,  but  I  didn't  ask  them  and  they  didn't 
discuss  it  with  me,  or  vice  versa. 

The  Chairman.  And  you  never  told  the  manager  you  were  signing 
the  ballots  in  this  way? 

Mr.  Schurr.  I  did  not. 

Senator  King.  Who  is  the  manager? 

Mr.  Schurr.  The  manager  for  the  most  part  of  my  employ  was  a 
man  by  the  name  of  C.  E.  Wyatt.     There  is  a  new  manager  now. 

Senator  King.  When  you  speak  about  your  office,  do  you,  mean  the 
office  for  the  agents  in  contradistinction  to  the  office  of  the  general 
corporation?' 

Mr.  ScHiTRR.  There  are  district  offices;  mine  was  a  district  office. 

Senator  King.  This  was  a  district  office? 

Mr.  Schurr.  That  is  right. 

Senator  King.  How  many  employees  were  there  in  the  district 
office? 

Mr.  Schurr.  Around  34  or  35. 

Senator  King.  Did  they  have  anything  else  to  do  other  than  look 
after  such  other  work  as 'might  be  assigned  to  them  by  the  Metro- 
politan Insurance  Co.? 

Mr.  Schurr.  Do  you  mean  did  the  agents  have  any  other  work? 

Senator  King.  Yes. 

Mr.  Schurr.  No;  our  job  is  to  take  care  of  this  collection  of  ballots. 

Senator  King.  You  were  not  working  for  any  other  corporation 
other  than  the  Metropolitan? 

Mr.  Schurr.  No,  sir. 

vSenator  King.  Paid  per  diem  or  monthly — how  are  you  paid? 

Mr.  Schurr.  We  were  paid  weekly,  based  on  a  contract  which  ran 
over  a  period  of  time. 

Senator  King.  Who  employed  you? 

Mr.  Schurr.  The  manager  hired  me. 

Senator  King.  Mr.  Wyatt? 

Mr,  Schurr.  Yes;  that  is  right. 

Mr.  Gesell.  It  is  just  a  regular  sales  office  of  the  Metropolitan,  is 
it  not,  a  district  office  for  ser^dcing  the  policyholders  in  that  district? 
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Mr.  ScHURR.  That  is  right. 

Mr.  Gesell.  And  lots  of  those  offices  are  established  all  over  the 
country? 

Mr.  ScHURR.  That  is  right. 

Mr.  Gesell.  I  have  no  further  questions. 

Mr.  Douglas.  Mr.  Schurr,  over  what  period  did  you  of  your  own 
knowledge  know  that  poUcyholders'  ballots  were  being  forged  by 
agents  in  your  office? 

Mr.  Schurr.  Ever  since  the  first  election. 

Mr.  Douglas.  Will  you  give  that  date  to  the  record,  1933  was  it? 

Mr.  Schurr.  Well,  no;  I  started  there  in  1927  or  1928. 

Mr.  Douglas.  You  know  that  the  forgeries  took  place  in  every 
election  since  1927? 

Mr.  Schurr.  No;  I  entered  the  employ  of  the  Metropolitan  in  1928 
and  I  guess  the  first  election  was  1929. 

Mr.  Douglas.  Do  you  know  of  your  own  knowledge  that  forgeries 
took  place  in  that  office  from  1929? 

Mr.  Schurr.  Yes,  sir;  and  every  election. 

Mr.  Douglas.  Every  election,  so  you  are  speaking  now  not  of 
sornething  that  happened  just  once,  but  something  that  happened 
during  each  election  since  and  including  1929? 

Mr.  Schurr.  That  is  correct. 

Mr.  Lincoln.  Mr.  Chairman,  are  we  permitted  to  have  the  name 
of  a  policyholder  or  policyholders  whose  names  he  forged? 

The  Chairman.  I  shall  ask  that  question  of  the  witness. 

Mr.  Schurr.  No;  I  couldn't  tell  you  that.  We  kept  no  record. 
We  picked  out  one  from  the  book.  As  a  matter  of  fact,  if  an  agent 
would  come  over  and  give  me  a  ballot  and  I  put  the  pohcyholder's 
name  on  it,  I  didn't  keep  any  record;  I  had  no  interest  in  it  and  the 
name  was  on  the  other  fellow's  book. 

Mr.  Gesell.  You  mean  he  would  give  you  the  name  from  his  books 
showing  the  names  of  policyholders  on  his  debits  and  the  numbers  of 
the  pohcies  and  you  would  take  that  as  a  guide  in  lilhiig  out  ballots 
of  poUcyholders  for  him. 

Mr.  Lincoln.  Did  he  do  that  in  the  election  of  1937  or  1935? 

Dr.  LuBiN.  Who  is  this  gentleman  who  is  asking  the  question? 

The  Chairman.  This  is  Mr.  Lincoln,  the  president  of  the  Metro- 
poUtan  Life  Insurance  Co.,  and  of  course  I  tliink  we  recognize  the 
fact 

Mr.  Lincoln  (interposing).  Mr.  Chairman,  I  insist  on  the  right 
to  say  that  I  never  heard  of  such  a  practice,  and  of  course  don't 
countenance  it  in  any  way,  shape,  form,  or  manner,  and  bearing  in 
mind  Senator  King's  suggestion,  I  may  say  I  have  tliat  in  mind,  sir. 

Senator  King.  Can  you  give  the  name  of  a  single  person  whose 
name  you  forged? 

Mr.  Schurr.  No;  I  couldn't  now. 

Senator  King.  Wliy  not? 

Mr.  Schurr.  Because  we  paid  no  attention  to  it.  He  just  gave 
me  a  ballot,  the  poUcy  number  was  on  there,  and  he  asked  me  to  put 
the  name  down.  I  couldn't  tell  you  olThand.  It  might  have  been  one 
or  it  might  have  been  several. 

Senator  King.  Was  it  an  agent  that  told  you  to  do  it,  or  the  manager? 

Mr.  Schurr.  Oh,  not  the  manager;  an  agent. 
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Senator  King.  And  did  you  tell  another  agent  to  forge  some  other 
man's  name? 

Mr.  ScHURR.  Yes. 

The  Chairman.  Can  you  give  us  the  name  of  any  poHcyholder  in 
which  case  you  asked  that  that  be  done? 

Mr.  Schurr.  No;  I  could  not. 

The  Chairman.  You  did  this  at  the  last  election? 

Mr.  Schurr.  Yes,  sir. 

The  Chairman.  During  what  month  did  you  do  it? 

Mr.  Schurr.  In  April  of  '37. 

The  Chairman.  In  April  of  '37? 

Mr.  Schurr.  That  is  right. 

The  Chairman.  And  you  do  not  now  recall  the  name  of  any  policy- 
holder whose  proxy  was  handed  to  you  to  procure  the  signature? 

Mr.  Schurr.  No;  I  do  not. 

The  Chairman.  Is  there  any  way  by  which  you  could  find  out? 

Mr.  Schurr.  We  couldn't  know. 

Mr.  Gesell.  You  will  recall,  Mr.  Chairman,  that  the  previous 
witness  testified  that  the  ballots  and  proxies  had  been  destroyed  in 
accordance  with  New  York  la\v,  quite  properly,  as  the  law  allows. 

I  have  ho  further  questions  of  this  witness.  We  have  other  wit- 
nesses v/e  would  hke  to  call. 

The  Chairman.  Do  any  other  members  of  the  committee  desire  to 
ask  any  questions? 

Representative  Williams.  I  understood  you  to  say  you  engaged  in 
the  practice  of  forging  names  in  case  jou  didn't  get  a  sufficient  num- 
ber of  ballots. 

Mr.  Schurr.  That  is  right. 

Representative  Williams.  Who  determined  what  was  a  sujfficient 
number? 

Mr.  Schurr.  We  were  given  a  set  amount,  somewhere  around  50. 

Representative  Williams.  Were  you  instructed  to  get  all  of  those 
signed  up? 

Mr.  Schurr.  That  is  right. 

Representative  Williams.  And  in  case  you  couldn't  get  the  parties 
to  sign  them,  you  signed  them  yourself? 

Mr.  Schurr.  Yes. 

Representative  Williams.  In  other  words,  you  had  to  get,  or  you 
did  adopt  the  policy  of  getting  all  the  ballots  that  were  given  you 
signed  up.     You  were  supposed  to  get  them  all  signed. 

Mr.  Schurr.  That  is  right;  yes. 

Representative  Williams.  And  the  manager  who  gave  them  to 
you  gave  you  to  understand  that  he  wanted  them  all  signed  and 
returned. 

Mr.  Schurr.  He  did. 

Representative  Williams.  And  it  was  in  order  to  fulfill  that  direc- 
tion that  you  and  your  coworkers  there  signed  them  for  each  other? 

Mr.  Schurr.  Only  if  we  couldn't  get  them  signed  by  policyholders. 

Representative  Williams.  If  you  couldn't  get  them  signed  you 
signed  them  yourself? 

Mr.  Schurr.  That  is  right. 

Dr.  LuBiN.  Am  I  to  imderstand  from  the  questions  asked  you  it 
was  your  job  to  get  them  signed,  and  you  felt  that  was  your  duty, 
that  you  had  to  get  so  many  signatures? 
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Mr.  ScHURR.  Yes ;  but  I  have  expressed  it  before  that  we  felt  there 
was  quite  a  Httle  resistance  on  the  part  of  the  poHcy holder,  and  also 
lack  of  interest,  and  the  question  would  come  up  very  often,  "Well, 
I  have  no  choice  in  the  voting." 

Dr.  LuBiN.  You  were  asked  a  question  a  few  minutes  ago  as  to 
whether  there  was  any  penalty  in  the  event  3-ou  failed  to  get  the 
signatures.     You  said  as  far  as  you  laiew,  there  wasn't  any  penalty. 

Mr.  ScHURR.  I  personally  was  not  penalized;  no. 

Dr.  LuBiN.  Do  you  know  of  any  case  where  people  who  failed  to 
get  a  sufficient  number  of  signatures  were  called  down  by  the  manager? 

Mr.  ScHURR.  I  just  heard  of  it  but  I  wouldn't  give  any  names. 

A  man  would  say  he  was  told,  "If  you  don't  get  them  signed  we 
will  withhold  your  salary,"  but  I  don't  knov»^  of  cases  where  it  has 
been  done. 

Dr.  LuBiN.  Was  it  generally  felt  b}^  the  agents  if  they  failed  to  get 
the  signatures,  sometliing  might  happen  to  them? 

Mr.  ScHURR.  I  don't  think  that  entered  into  it  very  seriously, 
because  the  ballots  v%'ould  be  filled  out  at  the  designated  time  in  the 
way  I  described. 

Mr.  Gesell.  I  have  no  further  questions  of  this  witness. 

Dr.  LuBiN.  Am  I  to  understand  then  you  feared  your  income  might 
have  been  interfered  with  if  you  failed  to  get  enough  signatures? 

Mr.  ScHURR.  We  were  told  we  would  have  to  have  them  signed  and 
we  weren't  looking  for  any  more  trouble  in  that  direction. 

The  Chairman.  I  understood  you  to  say  at  the  outset  that  it  was 
regarded  as  a  matter  of  not  very  serious  importance. 

Mr.  ScHURR.  That  is  the  way  I  have  felt,  and  that  is  the  way  the 
policyholders  feel  a  great  deal. 

The  Chairman.  As  to  whether  or  not  they  cared  to  ballot,  it  was 
immaterial? 

Mr.  ScHURR.  That  is  right. 

Representative  Sumners.  It  was  just  sort  of  an  easy  way  of  your 
doing  the  job,  wasn't  it? 

Mr.  ScHURR.  I  have  explained  the  reason 

Representative  Sumners  (interposing).  If  you  felt  that  way  about 
signing  the  name  of  a  policyholder,  why  were  you  so  concerned  to  find 
out  whether  he  objected  or  not? 

Mr.  ScHURR.  I  don't  understand. 

Representative  Sumners.  If  he  didn't  object,  he  didn't  object  and 
signed,  and  if  he  did  object,  you  signed  for  him.  "Why  didn't  you 
sign  them  all?  That  is  what  you  did  in  most  instances,  anyway, 
isn't  it? 

Mr.  ScHURR.  I  didn't  say  that. 

Representative  Sumners.  What  I  can't  understand  is  why  you 
troubled  to  go  around  over  town  to  get  the  signatures  of  these  people 
when  you  could  so  easily  sign  them  yourself  and  had  no  conscientious 
scruples  about  it. 

Mt.  Schurr.  I  did  want  to  have  them  sign. 

Mr.  Gesell.  You  had  to  see  these  people  anjmow  in  collecting  your 
weekly  debit,  didn't  you? 

Mr"  ScHURR.  Yes;  we  have  to  see  these  people,  either  every  week 
or  every  other  week,  and  we  certainly  wanted  to  have  them  signed 
by  the  policyholder,  and  we  would  tell  them  whatever  we  told  them, 
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open  up  a  conversation,  probably  talk  about  business  at  the  same 
time. 

Representative  Sumners.  And  if  he  didn't  sign  it  you  were  going 
to  sign  his  name  anyhow? 

Mr.  ScHURR.  I  have  already  gone  into  that. 

Senator  King.  Can  you  remember  a  specific  case  where  you  asked 
the  policyholder  to  sign  and  he  refused  to  sign  and  gave  his  reason 
why  he  refused  and  then  you  signed  his  name  subsequently? 

Mr.  ScHURR.  Can  I  give  you  the  name  of  such  a  party? 

Senator  King.  Yes. 

Mr.  ScHURR.  No;  I  cannot. 

Mr.  Douglas.  I  take  it  that  is  due  to  the  fact  that  you  would 
sign  a  ballot  for  another  agent,  and  he  would  sign  a  ballot  for  you. 

Mr.  ScHURR.  The  agents  would  do  that  for  each  other. 

Senator  King.  What  I  am  trying  to  get  is,  did  you  ever  sign  the 
name  of  any  person  after  he  had  refused  to  sign  the  ballot  at  your 
request? 

Mr.  ScHURR.  No;  I  didn't  do  that. 

Senator  King.  Then  you  sneaked  it  over  into  some  other  agent's 
pocket  and  told  him  to  sign  it,  is  that  it? 

Mr.  SciiURR.  Well,  that's 

Senator  King  (interposing).  Did  you  do  that? 

Mr.  ScHURR.  I  did,  yes. 

Representative  Williams.  Were  you  given  as  many  ballots  as 
you  had  policyholders  in  your  territory? 

Mr.  ScHURR.  No;  only  given  a  proportion.  We  were  given  a  set 
amount,  around  50  as  far  as  I  can  recall,  around  that  number. 

Representative  Williams.  Then  you  were  not  supposed  to  see 
every  policyholder. 

Mr.  ScHURR.  That  is  right. 

Mr.  Gesell.  Those  letters  of  instruction  with  respect  to  the  han- 
dling of  this  have  already  been  placed  in  the  record. 

Mr.  Douglas.  We  are  ready  for  the  next  witness,  Mr.  Chairman. 

The  Chairman.  The  witness  may  be  excused. 

(The  witness,  Edward  Schurr,  was  excused.) 

Mr.  Gesell.  The  next  witness  is  Mr.  Bruno  Silbiger. 

The  Chairman.  Do  you  solemnly  swear  that  the  testimony  you 
are  about  to  give  in  this  proceeding  will  be  the  truth,  the  whole 
truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Silbiger.  I  do. 

TESTIMONY   OF   BRUNO   SILBIGER,   AGENT,   WEST   END   OFFICE, 
METROPOUTAN  IIFE  INSURANCE  CO.,  NEW  YORK  CITY 

Mr.  Gesell.  Will  you  state  your  full  name,  please? 

Mr.  Silbiger.  Bruno  Silbiger. 

Mr.  Gesell.  How  do  you  spell  it? 

Mr.  Silbiger.  B-r-u-n-o  S-i-l-b-i-g-e-r. 

Mr.  Gesell.  Are  you  employed  by  the  MetropoUtan  Life  Insur- 
ance Co.  as  an  agent? 

Mr.  Silbiger.  I  am. 

Mr.  Gesell.  Out  of  what  office  do  you  work? 

Mr.  Silbiger.  I  work  out  of  West  End,  135  West  One  Hundred 
and  Twenty-fifth  Street,  New  York  City. 
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Mr.  Gesell.  Is  that  the  same  oflfice  Mr.  Schurr  works  out  of  or 
another  office? 

Mr.  SiLBiGER.  No;  that  is  a  different  office. 

Mr.  Gesell.  How  long  have  you  been  employed  by  the  company? 

Mr.  SiLBiGER.  Eight  years  in  December,  it  is  going  to  be  8  years 
in  December. 

Mr.  Gesell.  How  many  elections  have  you  participated  in? 

Mr.  Silbiger.  I  have  participated  in  three. 

Mr.  Gesell.  Those  were  1937,  1935,  1933? 

Mr.  Silbiger.  That  is  correct, 

Mr.  Gesell.  Will  you  tell  us  the  practice  followed  in  your  office 
with  respect  to  the  obtaining  of  pohcyholders'  signatures  on  ballots 
and  proxies? 

Mr.  Silbiger.  The  ballots  were  given  out  by  the  manager  one  day 
and  we  got  an  approximate  number  of  ballots,  say,  for  instance,  40  to 
60,  and  we  were  told  to  have  them  signed  by  the  next  week,  and  natur- 
ally the  thing  was  considered  more  or  less  a  joke,  so  we  simply  took 
the  ballots,  had  them  signed  by  a  few  pohcyholders,  and  the  rest  of 
the  ballots  were  signed  by  agents. 

Mr.  Gesell.  You  mean  that  you  followed  the  same  practice  Mr. 
Schurr  did? 

Mr.  Silbiger.  Exactly.  - 

Mr.  Gesell.  You  would  sign  pohcyholders'  names  on  other  agents* 
ballots  and  vice  versa? 

Mr.  Silbiger.  Yes.     It  was  done  by  aU  the  agents  in  the  office. 

Mr.  Gesell.  Was  it  done  openly  in  the  office? 

Mr.  Silbiger.  Quite  openly,  yes. 

Mr.  Gesell.  In  front  of  the  manager? 

Mr.  Silbiger.  Not  in  front  of  the  manager. 

Mr.  Gesell.  Was  it  done  in  the  office  of  the  company? 

Mr.  Silbiger.  In  the  office  of  the  company  in  view  of  the  assistant 
manager. 

Mr.  Douglas.  In  view  of  whom? 

Mr.  Silbiger.  The  assistant  manager — not  exactly  in  view,  but 
they  knew  about  it  because  they  used  to  kid  us  along,  "Have  you 
signed  your  ballots  already?" 

Mr.  Gesell.  Tell  us  a  little  more  about  that,  Mr.  Silbiger.  You 
say  you  would  be  near  an  assistant  manager  and  he  would  kid  you 
about  the  fact  that  you  and  the  other  agents  were  signing  the  policy- 
holders' names  to  the  ballots  without  authority? 

Mr.  Silbiger.  Well,  nothing  was  thought  of  it. 

Senator  King.  Answer  the  question. 

Mr.  Silbiger.  What  is  the  question? 
^  Mr.   Gesell.  My  question  was:  Did  some  assistant  manager  in 
your  office  kid  with  you  and  the  other  agents  about  the  fact  that  you 
were  signing  your  policyholders'  names  to  the  ballots  without  au- 
thority? 

Mr.  Silbiger.  Yes. 

Mr.  Gesell.  Can  you  name  those  assistant  managers  for  us? 

Mr.  Silbiger.  Well,  I  believe  there  was  one  assistant  manager  by 
the  name  of  Edward  Cherman. 

Mr.  Gesell.  Spell  his  name. 

Mr.  Silbiger.  C-h-e-r-m-a-n. 

Mr.  Gesell.  Do  you  remember  anyone  else? 
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Mr.  SiLBiGER.  Well,  I  couldn't  remember  the  names  of  other 
assistant  managers,  but  it  was  just  done  in  a  more  or  less  kidding 
spirit  around. 

Mr.  Gesell.  Would  you  all  get  together  and  do  it  at  the  same 
time? 

Mr.  SiLBiGER.  No;  we  would  just  sit  in  the  oflBce  and  one  agent 
used  to  come  over  to  my  desk  and  ask  us  to  si^n  the  name,  sign  the 
name  Mary  Jones,  John  Kennedy,  or  whatever  it  was,  and  we  would 
sign  it. 

Mr.  Gesell.  When  you  came  to  work  for  the  Metropolitan,  was 
that  a  general  practice  in  the  office  of  the  company? 

Mr.  Silbiger.  Well,  when  I  came  to  the  Metropolitan  the  first 
election  I  participated  in  was  in  1933,  and  naturally  I  took  it  upon 
myself  to  have  this  filled  out — I  mean  signed  by  the  policyholders, 
but  when  I  used  to  come  to  the  office  and  see  the  agents  doing  this 
signing  themselves,  I  said  to  myself,  "Why  should  I  do  it?"  So  I 
have  done  the  same  thing. 

Mr.  Gesell.  You  mean  when  you  first  came  there  the  first  year 
you  conscientiously  went  out  to  the  policyholders  and  tried  to  get 
them  to  sign? 

Mr.  Silbiger.  Yes. 

Senator  King.  He  got  them  to  sign. 

Mr.  Silbiger.  It  wasn't  an  easy  job  to  sign  them  because  most 
people  objected  for  no  good  reason;  they  didn't  want  to  bother  sign- 
ing because  they  didn't  know  what  they  were  signing  for;  some  of 
them  were  very  leery  about  signing  something  they  didn't  understand. 

Mr.  Gesell.  Many  of  them  were  illiterate  and  signed  with  an  X? 
Is  that  not  true? 

Mr.  Silbiger.  Yes;  a  good  many  of  them-signed  with  an  X. 

Mr.  Gesell.  And  then  when  you  came  back  to  the  office  and  saw 
the  other  agents  signing  policyholders'  names  to  the  ballots  without 
bothering  to  approach  the  policyholders,  you  started  to  do  the  same 
thing? 

Mr.  Silbiger.  That's  right. 

Mr.  Gesell.  Why  did  the  practice  start,  do  you  know? 

Mr.  Silbiger.  Why  did  the  practice  start?     I  couldn't  tell  you. 

Mr.  Gesell.  Was  any  deadline  put  upon  you  as  to  when  you 
should  get  these  in? 

Mr.  Silbiger.  We  had  to  return  them  within  a  week, 

Mr.  Gesell.  Was  that  made  very  clear  and  very  certain  to  you? 

Mr.  Silbiger.  Yes,  sir;  very  clear. 

Mr.  Gesell.  Were  you  supposed  to  use  the  company  time  in  getting 
them  signed,  or  was  it  your  own  time? 

Mr.  Silbiger.  It  was  always  our  own  time,  our  time,  of  course. 

Mr.  Gesell.  Was  any  compensation  paid  to  you  for  getting  them 
signed? 

Mr.  Silbiger.  No. 

Mr.  Gesell.  Were  any  threats  made  to  you  about  what  would 
happen  to  you  if  you  didn't  get  them  signed? 

Mr.  Silbiger.  Not  exactly.  We  were  told  if  we  didn't  bring  them 
in  by  a  certain  time  we  were  disloyal. 

Senator  King.  By  whom  were  you  told  that? 

Mr.  Silbiger.  The  manager. 
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Senator  King.  What  was  his  name? 

Mr.  SiLBiGER.  Bendell. 

Mr.  Gesell.  What  is  his  first  name? 

Mr.  SiLBiGER.  It  just  sHpped  my  mind  now — Leon  Bendell. 

Mr.  Gesell.  Can  you  tell  us  how  many  agents  in  your  ofl&ce  there 
are? 

Mr.  SiLBiGER.  Well,  at  the  present  time  we  have  31  agents. 

Mr.  Gesell.  How  many  of  those  agents  have  you  seen  doing  this? 

Mr.  SiLBiGER,  Almost  every  one  of  them. 

Mr.  Gesell.  You  have  seen  every  one  in  that  ofl&ce? 

Mr.  SiLBiGER.  I  couldn't  vouch  for  every  one;  so  far  as  I  could  see, 
almost  every  one  did  so. 

Mr.  Gesell.  Was  there  any  conscientious  objector  who  stood  out 
like  a  sore  thumb? 

Mr.  SiLBiGER.    No. 

Mr.  Gesell.  So  far  as  you  could  tell,  everybody  was  doing  it? 

Mr.  SiLBiGER.  Yes. 

Mr.  Gesell.  Have  you  any  idea  as  to  how  many  of  the  total  ballots 
and  proxies  from  your  office  were  signed  that  way? 

Mr.  SiLBiGER.  Oh,  I  would  say  about  80  percent. 

Mr.  Gesell.  And  were  about  80  percent  of  yours  signed  that  wav? 

Mr.  Silbiger.  Yes. 

Mr.  Gesell.  I  have  no  further  questions. 

Mr.  Douglas.  You  are  speaking  of  the  elections  of  1933,  1935,  and 
1937? 

Mr.  Silbiger.  That's  right. 

Mr.  Douglas.  And  about  80  percent  of  the  ballots  of  your  oflBce— ; — 

Mr.  Silbiger  (interposing).  1  can  only  say  from  my  observation 
and  from  other  agents'  observation.  I  can  only  tell  what  I  saw  my- 
self. ^  I  can't  vouch- for  every  agent  that  they  had  80  percent  signed. 

Mr.  Douglas.  So  far  as  the  ballots  that  were  given  to  you  and  the 
other  agents  whom  you  knew,  about  80  percent  of  those  ballots  were 
forged? 

Mr.  Silbiger.  That's  right. 

Mr.  Gesell.  I  have  no  further  questions. 

Senator  King.  How  many  persons'  names  did  you  sign  in  the  last 
election? 

Mr.  Silbiger.  Oh,  I  can't  tell  you  that.  At  random  I  can't  give 
an  exact  figure. 

Senator  King.  How  many  ballots  did  you  turn  in? 

Mr.  Silbiger.  Approximately  45.     I  don't  know  the  exact  figure. 

Senator  King.  Did  each  agent  have  45? 

Mr.  Silbiger.  These  ballots  were  not  counted. 

Senator  King.  Did  each  agent  have  45? 

Mr.  Silbiger.  These  ballots  were  not  counted;  we  were  given  a 
bundle  of  ballots  and  it  was  supposed  to  be  approximately  50. 

Senator  King.  For  each  agent? 

Mr.  Silbiger.  Yes,  sir. 

Senator  King.  Then  if  there  were  40  agents  in  your  room  there 
would  be,  then,  40  times  40  or  50  ballots.  It  would  be  over  800 
ballots. 
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Mr.  SiLBiGER.  If  there  was  an  office  of  40  agents  it  would  be  about 
1,600  ballots. 

Senator  King.  How  many  ballots  were  given  you? 

Mr.  SiLBiGER.  We  never  counted  the  ballots.  We  took  a  bundle 
of  ballots. 

Senator  King.  How  many  do  you  think? 

Mr.  SiLBiGER.  Approximately  50.     I  don't  know,  exactly. 

Senator  King.  Do  you  remember  the  name  of  a  single  policyholder 
whose  name  you  forged? 

Mr.  SiLBiGER.  I  don't  remember. 

Senator  King.  Did  you  write  it  down? 

Mr.  Silbiger.  No;  I  did  not. 

Senator  King.  Did  you  try  to  remember?  ' 

Mr.  Silbiger.  Remember   what? 

Senator  King.  The  name  or  names  of  persons  whose  names  you 
forged. 

Mr.  Silbiger.  I  could  not  now  remember. 

Mr.  Gesell.  Isn't  it  a  fact  that  each  of  these  ballots  has  to  be 
witnessed  as  well  as  signed? 

Mr.  Silbiger.  That's  right. 

Mr,  Gesell.  So  that  you  have  to  have  two  signatures  on  each  of 
them? 

Mr.  Silbiger.  That's  right. 

Mr.  Gesell.  Did  you  witness  your  own  ballots  yourself? 

Mr.  Silbiger.  That's  right. 

Mr.  Gesell.  And  it  was  for  that  reason  that  you  had  someone 
else  sign  them? 

Mr.  Silbiger.  That's  right. 

Mr.  Gesell.  So  that  the  handwriting  of  the  policyholder,  so-called, 
would  not  look  to  be  the  same  as  the  handwriting  of  the  witness? 

Mr.  Silbiger.  That's  right. 

Mr.  Gesell.  And  for  that  reason  you  can't  remember  any  par- 
ticular policyholder's  name,  because  you  weren't  signing  the  names 
of  your  own  policyholders,  but  the  names  of  other  agents'  policy- 
holders. 

Mr.  Silbiger.  It  is  impossible  to  remember  all  these  names. 
There  are  thousands  of  names,  and  it  happened  2  years  ago. 

'  Senator  King.  As  I  understood  you,  you  had  to  collect  from  the 
policyholders,  you  visited  them,  the  preceding  witness  stated,  every 
week  or  every  2  weeks. 

Mr.  Silbiger.  Yes. 

Senator  King.  Visiting  these  policyholders  every  week  or  every 
2  weeks,  perhaps  two  or  three  hundred  times  during  the  4,  5,  or  6  years, 
you  can't  remember  the  name  of  a  single  one  whom  you  visited, 
whose  name  you  forged?  Is  that  true,  that  you  can't  remember  a 
single  person  whose  name  you  forged? 

Mr.  Silbiger.  I  want  to  clarify  this  thing.  We  have  on  our  books 
approximately,  say,  three  or  four  hundred  families,  approximately — 
I  can't  tell  you  exactly  how  many  we  have  now.  Out  of  that  there 
are  about  1,500  policyholders  insured.  I  can't  really  remember 
30  or  40  polic;^holders  out  of  1,500  who  signed  their  names  or  whose 
names  were  signed.     It  isn't  possible. 
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Senator  King.  Let  me  put  the  question  again.  You  visited  the 
poHcyholders  in  your  particular  beat  every  week  or  every  2  weeks. 
That  is  right? 

Mr.  SiLBiGER.  That's  right. 

Senator  King.  And  you  did  that  for  several  years? 

Mr.  SiLBiGER.  That's  right. 

Senator  King.  And  ii'  visiting  them  you  would  give  receipts, 
would  you  not? 

Mr.  SiLBiGER.  y-'s,  for  ordinary  insurance;  that's  right. 

Senator  King.  And  you  learned  their  names,  of  course. 

Mr.  SiLBiGER.  Yes. 

Senator  King.  You  had  their  names? 

Mr.  SiLBiGER.  Yes. 

Senator  King.  And  notwithstanding  the  fact  that  you  visited  them 
every  week  or  every  2  weeks  for  4,  5,  or  6  years,  and  then  forged 
the  names  of  them 

Mr.  SiLBiGER  (interposing).  I  didn't  forge  the  names  of  any  of 
my  poUcyholders.  I  simply  put  names  of  other  agents'  policy- 
holders on  their  ballots. 

Mr.  Douglas.  You  didn't  forge  the  names  of  your  own  clients,  so 
to  speak;  youiorged  the  names  of  the  chents  of  another  agent,  whom 
you  did  not  know  personally. 

Mr.  SiLBiGER.  That's  right. 

Senator  King.  Did  you  try  to  learn  the  names  of  those  yoti  did 
forge? 

Mr.  SiLBiGER.  We  didn't  attach  any  importance  to  do  that. 

The  Chairman.  How  did  you  come  to  do  this? 

Mr.  SiLBiGER.  Because  I  saw  other  agents  doing  it. 

The  Chairman.  Did  you  have  any  conscientious  scruples  about 
doing  it? 

Mr.  Silbiger.  The  whole  thing  was  presented  to  us  in  such  a  manner 
that  it  was  of  little  importance  as  to  who  signed  the  ballots.  There- 
fore every  agent  did  the  same  thing. 

The  Chairman.  Why  did  it  seem  to  be  of  so  little  importance? 

Mr.  Silbiger.  It  was  a  standing  joke  in  the  offices,  when  we  re- 
ceived these  ballots,  to  go  and  sign  the  ballots,  that's  all. 

The  Chairman.  How  was  it  expressedras  a  joke? 

Mr.  Silbiger.  The  manager  used  to  "come  on  the  floor,  give  us 
these  ballots,  told  us  to  go  out  and  have  them  signed,  so  we  did. 

The  Chairman.  But  you  say  it  was  a  sort  of  standing  joke.  Why 
was  it  regarded  as  a  joke? 

Mr.  Silbiger.  Because — I  can't  tell  exactly  why  it  was  a  joke.  It 
was  simply  a  matter  of  presenting  the  case  to  us.  If  the  manager 
would  have  made  an  effort  to  tell  us  how  important  it  was  to  have 
these  ballots  signed,  perhaps  we  would  have  reaUzed  some  sort  of 
importance,  but  the  way  the  thing  was  presented  to  us  we  simply  took 
these  papers,  had  them  signed,  and  returned  them. 

The  Chairman.  You  regarded  it  as  a  matter  of  no  importance? 

Mr.  Silbiger.  Yes,  we  all  did. 

The  Chairman.  Did  the  manager  know  that  you  were  doing  this? 

Mr.  Silbiger.  I  don't  know.  Perhaps  he  did.  If  he  was  an 
agent,  perhaps  he  did. 

124491— 39— pt.  4 12 
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The  Chairman.  I  am  just  trying  to  find  out  from  your  own  knowl- 
edge, did  the  manager  of  your  office  himself  know  of  any  case  in  which 
you  had  personally  signed  the  name  of  a  policyholder  to  another  agent's 
ballot? 

Mr.  SiLBiGER.  Not  to  my  knowledge. 
.     Mr.  Douglas.  Was  it  common  practice  in  that  ojffice  of  yours? 

Mr.  SiLBiGER.  Absolutely. 

Mr.  Douglas.  You  were  not  the  only  transgressor? 

Mr.  SiLBiGER.  I  wasn't  the  only  one. 

Mr.  Douglas.  You  were  merely  following  the  custom  or  habit  of 
that  office? 

Mr.  SiLBiGER.  That's  right. 

Mr.  Gesell.  We  have  no  further  questions. 

The  Chairman.  May  I  ask:  You  brought  tliis  witness  here  under 
subpena,  of  course? 

Mr.  Gebsll.  Both  this  and  the  preceding  one  have  appeared 
under  subpena. 

The  Chairman.  They  did  not  come  as  voluntary  witnesses. 

Mr.  O'Brian.  Did  I  understand  that  this  witness  signed  his  name 
as  a  witness  to  the  forged  signatures  on  his  ballots? 

The  Chairman.  Of  course,  Mr.  O'Brian,  I  see  the  purpose  of  that 
question,  and  that  is  the  reason  I  asked  the  examiner  here  as  to  whether 
or  not  this  and  the  preceding  witness  had  come  here  under  subpena  or 
voluntarily.  I  know,  of  course,  that  these  subpenas  were  issued. 
I  did  sign  subpenas  for  a  large  number  of  witnesses.  But  I  think  it  is 
only  fair  that  the  witness  should  know  of  his  rights. 

A  witi:ess  can  refuse  to  testify  on  the  ground  that  his  testimony 
might  incriminate  him.  Then  the  committee  may  compel  the  witness 
BO  to  testify,  and  when  the  witness  is  so  compelled  to  testify  then  he 
is  granted  immunity. 

Is  it  the  desire  of  the  committee  that  Mr.  O'Brian,  acting  as  attorney 
for  the  Metropolitan,  shall  be  permitted  to  ask  the  question  he  has 
propounded  to  the  witness? 

Mr.  Douglas,  i  should  think  so,  Mr.  Chairman,  if  the  witness  has 
no  objection  to  answering. 

Mr.  O'Brian.  Did  I  understand  you  to  say  that  when  you  signed 
your  name  you  signed  your  name  as  a  witness  on  tlie  ballots  where  the 
signatures  were  forged  by  your  fellow  agents? 

The  Chairman.  Bear  in  mind,  Mr.  Witness,  I  think  in  fairness  to 
this  witness,  he  is  here  on  the  subpena  by  committee,  he  is  not  repre- 
sented by  counsel,  and  I  feel  that  I  must  warn  him  that  this  might  be 
a  very  serious  matter  of  signing  names  as  a  witness  to  a  false  document. 

Mr.  SiLBHJKR.   r  refuse  to  answer  that,  tlion. 

Mr.  O'Brian.  That  is  satisfactory 

Mr.  Gksell.  We  have  no  further  ouestions  of  this  witness. 

Mr.  O'Brian.  Mjiy  1  ask  Mr.  Gesoli  whether  this  man  volunteered 
his  testimony  in  the  first  place? 

The  (>haiuman.    1  have  asked  that  (juostion. 

Mr.  Lin(J()LN.  If  you  will  j)ard(>n  me,  Mr.  (chairman,  you  asked  if 
he  was  hero  under  sul)[)ena.  The  question  is,  Did  he  go  to  Mr.  Gesell 
and  his  HHSo('iat(!s? 

Mr.  Douglas.  1  do  not  think  that  it  is  proper  to  state  in  a  public 
forum  what  the  methods  of  investigation  of  the  Securities  and  E.x- 
change  CJommission  are. 
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Senator  King.  I  think  it  is  proper  to  ask  this  witness  if  he  volun- 
teer-ed.    I  don't  think  there  is  any  impropriety  in  that. 

Mr.  Douglas.  This  witness  is  here  under  subpena,  Mr.  Chairman. 

Senator  King.  I  think  it  is  a  fair  question,  if  he  volunteered. 

Mr.  SiLBiGER.  Is  that  a  question? 

Senator  King.  If  you  care  to  answer  it. 

Mr.  Silbiger.  I  was  subpenaed. 

Mr.  Gesell.  I  might  say  the  first  time  I  have  seen  this  witness  is 
on  the  stand  here  today. 

The  Chairman.  Are  there  any  other  question?  If  not,  the  com- 
mittee will  stand  in  recess  until  10  o'clock  tomorrow  morning. 

(The  witness,  Bruno  Silbiger,  was  excused.) 

(Whereupon,  at  4:30  p.  m.,  a  recess  was  taken  until  Thursday, 
February  9.  1939,  at  10  a.  m.) 


INYESTIGATION  OF  CONCENTRATION  OF  ECONOMIC  POWER 


THURSDAT,  FEBRUARY  9,  1939 

United  States  Senate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C. 

The  committee  met  at  10:25  a,  m.,  pursuant  to  adjournment  on 
Wednesday,  Februarjr  8,  1939,  in  the  Caucus  Room,  Senate  Ofl&ce 
Building,  Representative  Hatton  W.  Sumners  presiding. 

Present:  Senator  King;  Representatives  Sumners  (vice  chairman), 
and  Reece;  Messrs.  Henderson,  Douglas,  Lubin,  Patterson,  Peoples, 
Berge,  and  Frank;  Senator  Harry  S.  Truman,  of  Missouri. 

Present  also:  Gerhard  Gesell,  Special  Counsel,  Securities  and 
Exchange  Commission.  • 

The  Vice  Chairman.  Senator  O'Mahoney  is  indisposed  this  morn- 
ing and  has  asked  me  to  preside. 

Proceed,  Mr.  Gesell. 

Mr.  John  Lord  O'Brian.  Mr.  Chairman,  in  appearing  in  this 
hearing  as  counsel  for  the  Metropolitan  Life  Insurance  Co.  I  appreciate 
that  I  appear  simply  by  courtesy  of  the  Commission,  and  have  no  right 
of  examination  or  cross-examination,  but  in  that  capacity  I  would 
like  to  call  attention  to  the  testimony  given  yesterday  afternoon  by 
the  witness  Siibiger,  of  the  West  End  office  in  New  York  City,  to  the 
effect  that  the  signing  of  policyholders'  names,  or  forging  of  their 
names,  was  a  more  or  less  common  practice  in  that  office,  and  at  least 
one  assistant  manager,  a  Mr.  Edward  Cherman,  knew  of  that  practice 
and,  as  I  remember,  joked  about  it.^ 

Mr.  Cherman,  the  assistant  manager  referred  to,  is  here,  and  at  the 
disposal  of  the  committee,  prepared  to  deny  both  of  those  statements ; 
at  a  suitable  time  we  would  like  to  have  him  called  and  interrogated 
by  the  committee. 

Mr.  Douglas.  Mr.  Chairman,  we  have  a  considerable  amount  of 
evidence  to  produce  on  this  matter.  I  think  that  if  we  could  proceed 
at  this  time  in  an  orderly  way  with  the  completion  of  the  case  that  the 
Commission  desires  to  present  to  this  committee,  we  could  at  that 
time  more  intelligibly  determine  the  extent  to  which  additional  wit- 
nesses might  be  called  in  rebuttal. 

Senator  King.  Mr.  Chairman,  I  accord  with  that  view.  I  think, 
however,  that  before  the  hearings  are  concluded,  opportimity  ought  to 
be  given  to  hear  the  person  referred  to  by  Mr.  O'Brian.  I  suggest 
that  we  proceed  as  you  desire. 

The  Vice  Chairman.  It  would  seem  to  .the  present  occupant  of  the 
Chair  that  perhaps  it  would  be  well  to  proceed  to  put  on,  if  there  is 
any,  additional  testimony  now,  and  then,  as  indicated  by  my  colleagues, 

>  Supra,  p.  1323  et  seq. 
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there  should  be  opportunity  afforded  before  this  aspect  of  the  case  is 
closed  for  testimony  in  rebuttal  or  explanation  to  be  put  on,  to  make 
the  record  complete. 

Mr.  Gesell.  The  first  witness  this  morning  is  Mr.  Earl  Steele. 

The  Vice  Chairman.  Mr.  Steele,  have  you  been  sworn? 

Mr.  Steele.  I  don't  beheve  so. 

The  Vice  Chairman.  Do -you  solemnly  swear  that  the  testimony 
you  are  about  to  give  in  this  matter  being  examined  shall  be  the 
truth,  the  whole  truth,  and  nothing  but  the  truth;  so  help  you,  God? 

Mr.  Steele.  I  do. 

TESTIMONY    OF    EARL    STEELE,    AGENT,    PATERSON   DISTRICT, 
METROPOLITAN  LIFE  INSURANCE  CO.,  PATERSON,  N.  J. 

Mr.  Gesell.  Mr.  Steele,  you  are  employed  by  the  Metropolitan 
Life  Insurance  Co.? 

Mr.  Steele.  I  am. 

Mr.  Gesell.  In  what  capacity? 

Mr.  Steele.  As  an  agent. 

Mr.  Gesell.  Out  of  what  office  do  you  work? 

Mr.  Steele.  The  Paterson  district  m  Paterson,  N.  J. 

Mr.  Gesejll.  Who  is  your  manager? 

Mr.  Steele.  Mr.  C.  W.  Cox. 

Mr.  Gesell.  How  long  have  you  worked  for  that  company? 

Mr.  Steele.  It  will  be  8  years  this  coming  April. 

Mr.  Gesell.  How  many  different  elections  have  you  participated 
in  as  an  agent? 

Mr.  Steele.  Three,  I  beheve. 

Mr.  Gesell.  Will  you  tell  us  what  the  practice  is  with  respect  to 
obtaining  proxies  and  ballots  from  the  agents  in  your  office. 

Mr.  Steele.  Well,  the  practice  is  around  about  the  1st  of  April,  I 
believe,  a  number  of  ballots  are  usually  placed  in  our  mail  boxes. 

(Interruption  during  taking  of  photographs.) 

Mr.  Gesell.  You  were  telling  us,  Mr.  Steele,  that  sometime  in 
April  these  ballots  or  proxies  are  put  in  your  mail  boxes.  Is  that 
what  you  said? 

Mr.  Steele.  That  is  right. 

Mr.  Gesell.  Will  you  go  on  from  there,  please? 

Senator  King.  The  mail  boxes  in  the  office? 

Mr.  Steele.  That  is  correct;  and  our  management  makes  an  an- 
nouncement that  the  biennial  election  is  about  to  take  place  and 
requests  the  agents  to  have  these  ballots  signed  and  returned  to  the 
office  within  usually  a  week  or  10  days  from  the  time  we  get  them. 
The  first  election  that  I  participated  in,  having  only  a  limited  number 
of  ballots,  I  thought  that  probably  the  best  procedure  would  be  to  go 
to  my  .larger  policyholders  who  would  probably  be  more  interested  m 
an  election  of  this  land.  I  found,  however,  that  that  wasn't  the  case, 
as  most  of  the  people  whom  I  approached  didn't  know  any  of  the  men 
who  were  running  for  directors  and  asked  me  why  they  should  vote 
for  somebody  they  didn't  know,  and  so  forth. 

They  also  asked  if  there  was  any  alternative  if  they  didn't  lilve  the 
personnel,  rather  the  set-up  there,  if  they  could  vote  for  somebody 
else.  I  told  them  I  didn't  know  the  exact  procedure  if  they  wanted 
to  vote  for  someone  else,  but  I  presumed  that  information  could  be 
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had.  Nobody  seemed  particularly  interested  in  finding  out  what 
that  procedure  might  be.  I  became  a  little  discouraged  with  my 
original  plans  and  sought  the  advice  of  some  of  the  older  agents  in 
the  ofiice.  I  found  that  many  of  the  agents  tried  to  duck  the  issue 
entirely  of  getting  ballots  signed,  because  it  took  up  their  time,  and 
so  on.  Some  of  the  ballots  were  actually  thrown  away,  destroyed, 
and  a  good  many  of  them  were  signed  by  agents  right  in  the  office. 

Mr.  Gesell.  Do  you  mean  by  that  that  one  agent  would  sign  the 
policyholder's  name  to  another  agent's 

The  Vice  Chairman.  The  witness  didn't  say  that. 

Mr.  Steele.  Well,  your  exception  is  correct;  that  is  exactly  what 
took  place.  In  other  words,  the  agent  would  present  the  name  of  the 
policyholder  and  some  other  agent  would  sign  his  name  to  that  for 
that  policyholder  rather  than  go  to  that  policyholder  and  explain  the 
system  of  voting  and  carrying  on  an  election.  Most  of  the  men 
figured  that  the  present  board  of  directors  were  going  to  be  reelected 
anyway  and  no  harm  was  done  by  simply  carrying  on  the  putting 
down  of  people's  names  themselves  instead  of  going  through  the 
formality  of  having  people  actually  do  it  themselves. 

Mr.  Gesell.  Was  that  a  general  practice  in  the  office? 

Mr.  Steele.  Quite  gener^. 

Mr.  Gesell.  Have  you  seen  a  lot  of  agents  in  the  office  doing  it? 

Mr.  Steele.  Oh,  yes. 

Mr.  Gesell.  How  many  agents  are  there  in  the  office? 

Mr.  Steele.  Well,  we  have  about  50  agents  in  our  office. 

Mr.  Gesell.  How  many  of  them  would  you  say  you  have  seen 
engaged  in  this  pract^'ce? 

Mr.  Steele.  Well,  over  the  period  of  time  I  have  been  there  I 
have  seen  at  least  30  men  take  part  in  that  sort  of  thing. 

Mr.  Gesell.  Was  it  done  right  in  the  office  openly? 

Mr.  Steele.  Yes;  it  was  done  in  the  office  and  in  the  corridors 
leading  to  the  office  and  in  the  adjoining  washroom  there. 

Senator  King.  In  what? 

Mr.  Gesell.  In  the  adjoining  washroom.  Was  it  ever  done  in 
the  presence  of  the  managers  or  assistant  managers? 

Mr.  Steele.  I  don't  believe  it  was  ever  done  in  the  presence  of  the 
manager,  but  I  think  most  of  the  assistants  knew  what  was  going  on. 

Mr.  Gesell.  What  do  you  mean^  you  think?  What  do  you  base 
that  on? 

Mr.  Steele.  Well,  men  often  would  leave  the  fixing  of  the  ballots 
go  until  the  last  day,  and  when  it  was  announced  that  they  had  to 
be  in  that  morning  or  that  afternoon,  sometimes  there  was  a  lot  of 
scurrying  around  to  get  ballots  signed  up,  and  sometimes- they  were 
practically  signed  under  the  assistant  manager's  nose,  whether  they 
turned  their  back  to  it  or  what,  I  don't  know,  but  they  must  have 
known  what  was  going  on,  they  couldn't  help  it. 

Mr.  Douglas.  It  was  common  knowledge  in  the  office? 

Mr.  Steele.  Oh,  yes. 

Mr.  Douglas.  It  was  a  very  customary  thing  to  do. 

Mr.  Steele.  It  was  general.  Nobody  took  the  thing  seriously,  or 
they  didn't  see  any  harm  in  it,  and  it  was  more  or  less  regarded  as 
something  to  do  and  get  out  of  the  way. 

Mr.  Douglas.  Of  what  elections  are  you  speaking,  of  your  own 
knowledge,  the  1937  election? 
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Mr.  Steele.  The  1937,  1935,  and  1933. 

Mr.  Douglas.  And  the  practices  that  you  have  described  took 
place  at  all  of  those  elections? 

Mr.  Steele.  That  is  right. 

Mr.  Douglas.  What  percentage  of  the  ballots  from  your  oflSce 
would  you  estimate  were  forged? 

Mr.  Steele.  Oh,  I  would  say  roughly  between  25  to  30  percent. 

Mr.  Gesell.  Do  I  understand  that  when  you  came  to  the  office, 
this  practice  was  then  going  on? 

Mr.  Steele.  That  is  right. 

Mr.  Gesell.  Did  the  men  give  any  reason  as  to  why  they  were 
engaged  in  the  practice? 

Mr.  Steele.  Only  as  a  time-saver. 

Mr.  Gesell.  What  do  you  mean,  as  a  time-saver?  Was  there 
any  urgency  about  getting  these  policyholders'  ballots  signed? 

Mr.  Steele.  There  was  when  it  was  getting  to  the  last  minute,  as 
it  was  on  most  occasions.  I  mean,  men  do  the  most  pressing  and 
important  things  first,  and  a  detail  of  this  kind  which  they  regard  as 
relatively  not  very  important  they  let  go  to  the  last  minute  and  then 
are  often  forced  to  sort  of  rush  the  thing  through  at  the  last  minute. 

Mr.  Gesell.  Who  established  this  last  minute,  was  there  a  dead- 
line set  by  the  managers  and  assistant  managers? 

Mr.  Steele.  Of  course  the  ballots  have  to  be  in  the  home  office  at 
a  certain  day,  I  understand,  I  don't  know  just  what  day  it  is,  and  for 
some  reason  or  other  they  are  usually  let  go  to  the  last  minute. 

Senator  King.  That  is,  the  agents  did? 

Mr.  Steele.  That  is  correct. 

Senator  King.  The  ballots  were  handed  out  to  the  various  depart- 
ments, if  that  is  the  proper  term,  in  Paterson,  or  elsewhere,  how 
many  days  before  they  had  to  be  in? 

Mr.  Steele.  As  my  memory  serves  me,  usually  a  week  or  10  days. 

Senator  King.  And  you  knew  when  the  ballots  came  and  you  knew 
the  time  when  they  had  to  be  returned  to  the  home  office. 

Mr.  vSteele.  That  is  correct. 

Senator  King.  And  you  had  then  a  week  or  10  days  within  which 
to  contact  the  policyholders  within  your  respective  field? 

jMr.  Steele.  That  is  right. 

Senator  King.  How  many  policyholders  were  there  in  your  partic- 
ular field  with  whom  you  dealt? 

Mr.  Steele.  About  2,000. 

Senator  King.  Do  you  have  2,000  that  you  have  to  contact  every 
week  or  over  two  weeks? 

Mr.  Steele.  Nui  that  often,  no,  but  within  the  confines  of  ray 
agency  I  had  about  2,000  policyholders. 

Senator  King.  Would  that  be  for  the  entire  district  in  which  there 
were  20  or  30,  or  were  those  persons  you  had  to  contact? 

Mr.  Steele.  That  was  just  my  personal  agency. 

Senator  King.  And  from  your  testimony,  I  deduce  the  fact  that 
someiimc-s  you  didn't  contact  all  of  them,  you  had  other  duties,  and 
toward  the  so-called  deadline  when  you  had  to  report,  if  you  hadn't 
contacted  all  of  them  and  gotten  the  signatures,  then  you  and  one 
or  two  other  agents  would — I  will  not  use  the  word  frame-up — you 
would  arrange  so  the  signatures  would  be  written  upon  the  ballots. 

Mr.  Steele.  That  is  correct. 
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Mr.  Gesell.  You  stated,  did  you  not,  that  it  was  common  practice 
in  the  office,  and  not  just  one  engaged  in  by  one  or  two  agents  in  the 
office? 

Mr.  Steele.  It  was  quite  common. 

Mr.  Gesell.  I  have  no  further  questions. 

The  Vice  Chairman.  You  say  that  these  ballots  were  arranged  in 
corridors,  sometimes  in  the  office,  and  sometimes  in  the  adjoining 
washroom.  Did  you  attend  to  any  other  business  beside  this  in  the 
washroom?     I  mean,  was  it  a  common  thing  on  ballots,  and  so  forth? 

Mr.  Steele.  No. 

The  Vice  Chairman.  The  point  I  am  getting  at,  why  did  you  do 
this  in  the  waslu-oom,  in  a  more  or  less  secret  place,  if  it  was  a  more 
or  less  open  custom? 

Mr.  Steele.  Well,  I  suppose  some  of  the  agents  were  a  little 
squeamish  about  actually  doing  this,  you  might  say  right  under  the 
nose  of  their  assistant  managers. 

The  Vice  Chairman.  You  wanted  to  make  a  Httle  show  of  being 
sort  of  secret  about  it,  is  that  the  idea? 

Mr.  Steele.  I  suppose  you  might  put  it  that  way. 

Senator  King.  Isn't  it  a  fact  that  they  were  rather  ashamed  of 
their  own  conduct  and  they  would  slip  into  the  washroom  where  the 
manager  wouldn't  see  them? 

Mr.  Steele.  I  suppose  those  were. 

Mr.  Douglas.  -I  think  that  is  all,  Mr.  Chairman. 

Dr.  LuBiN.  How  many  calls  do  you  make  a  week  on  your  regular 
rounds? 

Mr.  Steele.  On  the  average  about  70,  I  believe. 

Dr.  LuBiN.  Seventy  a  week? 

Senator  King.  I  didn't  get  that  number. 

Mr.  Steele.  About  70.     It  fluctuates,  of  course. 

Dr.  Lubin.  Have  you  ever  found  aiw  antagonism  on  the  part  of 
your  policyholders  toward  signing,  refusing  deliberately  to  sign? 

Mr.  Steele.  I  don't  know  whether  I  would  call  it  antagonism  or 
not.  I  have  had  people  refuse  to  sign  on  the  grounds  that  they  weren't 
well  enough  informed  as  to  what  they  were  signing  for.  I  know  I 
overcome  objections  of  that  kind  sometimes  by  telliiig  the  people  that 
their  present  Board  .of  Directors  were  in  favor  of  continuing  the  system 
of  paying  dividends,  and  so  on,  and  naturall}^  it  was  to  their  interest. 

Dr.  Lubin.  Do  you  know  of  any  cases  where  any  agents  have 
attempted  to  insist  that  they  be  signed,  or  at  least  to  persuade  them 
to  sign  and  thereby  antagonized  policyholders? 

Mr.  Steele.  I  don't  think  that  was  done. 

Dr.  Lubin.  Was  there  any  fear  so  far  as  yoa  personally  were  con- 
cerned that  if  you  did  antagonize  a  policyholder  you  might  lose  him? 

Mr.  Steele.  I  wouldn't  antagonize  a  policyholder  over  an  issue  like 
that.     [Laughter.] 

Mri  Gesell.  No  further  questions  of  this  witness. 

Senator  King.  By  the  way,  did  any  of  the  policyholders  whom  you 
contacted  complain  about  the  management  of  the  company,  that  it 
was  not  being  properly  managed  and  they  were  dissatisfied  with  their 
policies,  or  were  they  satisfied  with  their  policies  and  with  the  manage- 
ment so  far  as  your  contact  with  them  mdicated? 

Mr.  Steele.  I  think  so.     You  mean  generally? 

Senator  King.  Yes. 
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Mr.  Steele.  I  think  so. 

Mr.  Gesell.  '\\  hat  do  you  mean — what  kind  of  complaints  did  you 
say  you  received  about  the -company? 

Senator  King.  He  didn't  say  anything  about  complaints. 

Mr.  Gesell.  I  understood  you  to  say  so.     Did  you,  Mr.  Steele? 

Mr.  Steele.  About  complaints? 

Senator  King.  You  put  that  word  into  his  mouth. 

Mr.  Gesell.  I  didn't  mean  to.  Could  we  have  that  testimony 
read  back,  Mr.  Chairman? 

(Senator  King's  question  and  the  witness'  reply  were  read  by  the 
reporter.) 

Mr.  Gesell.  It  was  Senator  King  who  used  the  word  "complaint." 

Mr.  O'Brian.  Mr.  Chairman,  by  your  courtesy  again,  would  it  be 
proper  to  ask  the  committee  to  interrogate  the  witness  as  to  the  names 
of  the  assistant  managers  who  knew  about  this  practice? 

Mr.  Douglas,  I  don't  think  the  witness  said  of  his  own  knowledge 
that  the  assistant  managers  kn'ew~ 

The  Vice  Chairman.  I  will  clear  iliat  up.  ^f  any  of  the  assistant- 
managers  knew  of  this  practice,  will  you  state  ttleir  names,  if  you 
know — the  ones  that  you  know  knew  of  the  practice? 

Mr.  Steele.  Weil,  I  think  they  all  knew  about  it. 

The  Vice  Chairman.  I  didn't  ask  you  what  you  thought.  I  asked 
you  what  you  know,  if  you  know.  You  have  already  testified  as  to 
the  general  practice,  but  what  I  am  asking  you  now  is  whether  or  not 
you  would  be  able  to  say,  upon  your  responsibility,  that  specific 
assistant  managers  "whom  you  can  name  knew  of  the  practice. . 

Mr.  Steele.  I  would  name  them  all.  I  would  name  them  all,  in 
that  case. 

The  Vice  Chairman,  Name  them,  the  ones  that  you  know  knew 
of  it. 

Mr.  Steele.  The  ones  we  have  in  our  ofRce  now? 

The  Vice  Chairman.  No;  the  assistant  managers  who  have  been 
in  your  office  during  this  period  of  service  who  knew  of  this  practice. 

Mr.  Steele.  Well,  all  of  the  assistant  managers  at  one  time  were 
agents,  and  of  course  the  same  situation  existed  when  they  were 
agents  as  now,  I  am  quite  sure,  and  for  that  reason  they  couldn't  help 
but  know  wliat  is  going  on. 

The  Vice  Chairman.  But  what  I  nm  trying  to  get  at,  what  counsel 
representing  this  company  wants  to  know — and  we  think  it  is  a  proper 
thing  for  them  to  know — if  you  know,  is:  the  names  of  the  assistant 
managers  whom  you  know,  as  distinguished  from  your  own  deductions. 

Mr.  Steele.  'I  wouldn't  want  to  swear. 

The  Vice  Chairman.  You  are  swearing  now,  you  see. 

Mr.  Steele.  I  wouldn't  want  to  swear  that  they  positively  knew. 
It  is  myimpression  that  they  know. 

Senp,tor  King.  If  it  was  such  a  common  practice  why  did  you  go 
out  into  the  washroom  to  sign  these  names?  If  it  was  so  open  and 
aboveboard,  why  did  you  go  out  into  the  washroom  to  do  it? 

Mr.  Douglas.  I  take  it  that  was  merely  occasional,  that  going 
into  the  washroom  wasn't  the  common  practice. 

Mr.  Steele.  The  common  practice  was  to  fill  them  out  right  in 
the  office. 

Representative  Reece.  Did  anyone  caution  you  against  letting  the 
assistant  managers  know  what  you  were  doing  in  that  respect? 
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Mr.  Steele.  No;  I  don't  think  so. 

Mr.  Gesell.  Do  you  ever  remember  any  of  the  assistant  managers 
while  they  were  agents  signing  ballots  m  the  manner  which  you  have 
just  described? 

Mr.  Steele.  Not  as  a  positive  thing. 

Mr.  Gesell.  No  further  questions. 

Mr.  O'Brian.  I  dislike  to  interrupt  here.  I  am  only  doing  it  in 
the  interest  of  accuracy.  Could  the  witness  name  any  of  these  30 
agents  whom  he  says  made  a  practice  of  this? 

Mr.  Douglas.  I  tliink  the  number  was  over  50,  was  it  not? 

Mr.  Steele.  About  50  men  in  the  office,  and  the  30  that  I  referred 
to  was  an  approximate  number.  I  would  venture  to  say  that  probably 
I  saw  more  than  that  at  various  times — men  who  are  no  longer  in  the 
business,  men  who  had  come  in  the  business  and  have  since  left. 

The  Vice  Chairman.  Unless  this  witness  knows  definitely  that  a 
given  agent  did  this  thing,  the  Chair  wouldn't  like  to  be  responsible 
for  having  him  put  in  the  record  his  assumption  of  belief  about  it. 
I  wouldn't  like,  as  one  member  of  the  committee,  to  put  in  the  name 
of  a  person  because  you  think  he  probably  does  know  about  it  as  a 
general  practice.  If  you  do  know  definitely  of  a  given  person,  and 
you  saw  him  engaged  in  this  practice,  you  may  give  that  name  to  the 
committee. 

Mr.  Steele.  Well,  nothing  particular  happened  in  connection  with 
that,  I  mean — -■ 

The  Vice  Chairman  (interposing).  I  am  not  asking' you  to  explain 
why  you  can  or  why  you  can't.  If  you  can,  Vvhy  do  it;  but  if  you 
can't,  don't. 

Mr.  Douglas.  Mr.  Chairman,  we  are  going  to  call  a  number  of 
other  witnesses. 

The  Vice  Chairman.  I  know,  but  let  him  answer  this  question. 

Mr.  Steele.  I'd  rather  not  mention  one  or  two  men's  names  I 
might  not  -be  positive  of. 

The  Vice  Chairman.  You  are  right.  You  ought  not  to  do  it 
unless  you  are  positive. 

Mr.  Gesell.  The  next  witness  is  Mr.  S.  J.  Bander. 

The  Vice  Chairman.  Do  you  solemnly  swear  that  the  testimony 
you  are  about  to  give  shall  be  the  truth,  the  whole  truth  and  nothing 
but  the  truth,  so  help  you  God? 

Mr.  Bander.  I  do. 

TESTIMONY    OF    S.    J.    BANDER,    AGENT,    METROPOLITAN    LIFE 
INSURANCE  CO.,  SOMERVILLE,  MASS. 

Mr.  Gesell.  Wliat  is  your  full  name,  sir? 

Mr.  Bander.  Samuel  J.  Bander. 

Mr.  ©ouGLAS.  How  do  you  spell  that? 

Mr.  Bander.  B-a-n-d-e-r. 

Mr.  Gesell.  Are  you  employed  by  the  Metropohtan  Life  Insur- 
ance Co.  as  an  agent? 

Mr.  Bander.  That  is  right. 

Mr.  Gesell.  Out  of  what  office  do  you  work? 

Mr.  Bander.  Someryille,  Mass. 

Mr.  Gesell.  How  long  have  you  been  in  the  employ  of  the  com- 
pany? 
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Mr,  Bander.  Since  August  of  1923. 

Mr.  Gesell.  How  many  elections  have  you  participated  in,  Mr. 
Bander? 

Mr.  Bander.  Well,  I  would  presume  it  was  23  or  25,  or  all  of  them 
since  that  time. 

Mr.  Gesell.  Every  other  year  since  that  time? 

Mr.  Bander.  That  is  right. 

Mr.  Gesell.  Is  the  practice  of  signing  ballots  in  your  office  similar 
to  that  testified  to  by  the  previous  witness? 

Mr.  Bander.  That  is  right. 

Mr.  Gesell.  In  your  office  the  agents  sign  the  ballots  for  the 
policyholders  without  the  policyholders'  authority? 

Mr.  Bander.  In  many  cases. 

Mr.  Gesell.  Is  that  a  general  practice  in  the  office? 

Mr.  Bander.  It  has  been,  sir. 

Mr.  Gesell.  Have  you  engaged  in  it  yourself? 

Mr.  Bander.  Well,  directly,  I  would  say  yes. 

Mr.  Gesell.  How  many  men  are  there  in  your  office? 

Mr.  Bander.  Well,  at  the  present  time  there  is  38,  but  at  one  time 
we  had  as  high  as  60,  I  believe,  around  that,  I  wouldn't  say  exactly. 

Mr.  Gesell.  How  many  of  those  people  in  your  office  would  you 
say,  agents  in  your  office,  engaged  in  this  practice? 

Mr.  Bander.  Well,  you  can't  watch  every  man,  but  I  would  say 
the  majority  that  I  have  seen  in  there  did  the  same  thing. 

Mr.  Gesell.  Did  they  do  it  openly  in  the  office  or  was  it  done 
covertly? 

Mr.  Bander.  I  should  say  most  of  the  time  it  was  done  openly. 

Mr.  Gesell.  Right  in  the  office? 

Mr.  Bander.  That  is  right. 

Mr.  Gesell.  In  front  of  the  managers  and  assistant  managers? 

Air.  Bander,  Well,  I  don't  know  if  the  managers  and  assistant 
maui.gers  have  seen  it,  but  I  know  it  was  done  without  hiding  any- 
thing. 

Mr.  Gesell.  If  they  had  wanted  to  see  it,  they  could  have? 

Mr.  Bander.  I  think  if  the  assistant  manager  or  the  manager  was 
inquisitive  to  see  if  those  were  done  right,  if  they  watched  they  could 
have  seen  the  procedure  go  on  that  way. 

Mr.  Douglas.  Was  it  regarded  as  a  secret  among  the  agents? 

Mr.  Bander    I  don't  Relieve  so. 

Mr.  Douglas.  It  wasn't  treated  as  a  very,  very  confidential  matter? 

Mr.  Bander.  No. 

Mr.  Gesell.  Do  you  know  whether  at  any  time  since  j'^ou  have 
worked  with  the  company  any  particular  manager  or  assistant 
manager  knew  of  this  practice? 

Mr.  Bander.  I  couldn't  say  whether  he  knew  it  or  not. 

Mr.  Gesell.  Did  they,  ever  say  anything  to  you  which  mdicated 
in  any  way  that  they  did? 

Mr.  Bvndep.  No. 

Mr.  Gesell,  You  have  worked  in  different  oflices,  have  3^ou  not? 

Mr,  Bander.  No,  sir;  I  worked  in  the  same  office  for  almost  16 
years. 

Mr.  Gesell.  Was  that  practice  .going  on  in  the  office  when  you 
first  came  there? 

Mr,  Bander.  That  is  riorht. 
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Mr.  Gesell.  How  did  you  happen  to  start,  Mr.' Bander? 

Mr.  Bander.  Well,  I  started  with  a  case— those  ballots  were 
handed  down  or  usually  put  in  the  mail  boxes  with  the  demand  that 
those  ballots  be  turned  in  at  a  certain  time.  The  whole  ballots,  as 
they  were,  wer'e  very  flimsy,  done  in  such  a  cheap  way,  so  if  I  was 
to  present  them  to  a  policyholder  it  would  more  incriminate  the  com- 
pany than  do  them  good.  In  other  words,  let  me  explain,  gentlemen, 
those  ballots  are  printed  on  the  cheapest  paper  ever  possible,  and  I 
want  to  state  right  here,  if  you  will  allow  me,  that  the  Metropolitan 
Life  Insurance  Co.  certainly  puts  out  some  marvelous  printing  in  all 
other  matters. 

Some  of  you  gentlemen  possibly  have  come  across  it.  But  those 
ballots  were  done  in  such  a  poor  way,  on  paper  that  is  used  for  pur- 

f)oses  that  I  wouldn't  want  to  mention  here.  Those  were  the  ballots, 
ittle  gray  cheap  paper  that  you  wouldn't  want  to  write  on  here  for 
scrap  paper. 

The  Vice  Chairman.  That  is  enough  of  that;  we  have  a  pretty  fair 
idea  about  that. 

Mr.  Bander.  Now  if  I  were  to  present  this  to  a  policyholder  which 
had  a  lot  of  respect  for  me  and  the  companv,  I  think  it  would  be 
very — well,  the  respect  would  be  lost,  I  should  say,  and  therefore  I 
wouldn't  take  them  out  in  the  field  to  sign  them. 

Mr.  Douglas.  This  will  be  just  an  estimate  on  your  part,  but  give 
us  the  best  estimate  of  the  percentage  of  ballots  out  of  your  office 
which  were  forged,  the  average  percentage. 

Mr.  Bander.  Percentage  of  ballots  that  were 

Mr.  Douglas  (interposing).  Forged. 

Mr.  Bander.  Well,  I  couldn't  say  exactly,  it  would  be  pretty  hard 
to  say  because  usually  a  man  was  given  either  thirty  or  forty  or  fifty 
ballots,  about  that  number.  To  say  exactly  would  be  taking  a  lot  of 
liberty  in  making  a  statement  like  that. 

Mr.  Douglas.  Approximately,  would  it  be  less  than  half  or  more 
than  half? 

Mr.  Bander.  If  I  would  say  about  20  or  30  percent  it  would  be  a 
fair  estimate. 

The  Vice  Chairman.  Twenty  or  30  percent  of  names  signed  that 
were  not  authorized,  you  mean? 

Mr.  Bander.  That  is  right. 

Senator  King.  That  is,  the  paper  wasn't  presented  to  enough  of 
them  to  get  70  percent  signed?     Is  that  right? 

Mr.  Bander.  I  couldn't  say  that,  exactly. 

The  Vice  Chairman.  Why  do  you  want  to  fool  around  getting  those 
70  percent  when  jou  could  just  go  in  and  sign  them?  Why  did  you 
bother  about  getting  anybody  if  you  could  do  it  so  easily  the  other 
way? 

Mr.  Bander.  Personally  I  want  to  state  right  here  that  I  have 
never  had  any  policyholders  outside  of  my  own  immediate  family  sign 
those  ballots,  and  this  is  a  true  statement,  for  the  last  16  years,  I 
never  took  a  ballot  to  any  policyholder  with  the  exception  of  my  very 
close  friends  and  my  relatives.  The  reason  why  I  took  it  to  them  was 
because  it  was  demanded  by  the  manager  that  those  ballots  be 
returned  at  a  given  date  and  I  could  not,  you  might  say,  cross  it 
because  the  way  we  work  it  is  just  a  matter  of  do  as  you  are  told  or  else. 
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The  Vice  Chairman.  It  looks  like  you  could  easily  get  away  with 
forging  the  kinfolks'  names  to  a  ballot  if  you  could  a  stranger's. 

Mr.  Bander.  Personally  I  don't  think  I  forged  any  ballots;  the 
only  thing  I  ever  did  in  the  office  was  ask  some  of  the  agents  to  sign 
ballots  for  me. 

The  Vice  Chairman.  You  got  them  to  sign  yours. 

Mr.  Bander.  That  is  right,  in  their  own  name;  in  other  words, 
they  vote  for  themselves,  maybe  five,  six,  ten  times,  if  you  call  that 
forgery  I  don't  know,  but  the  man — for  instance  if  I  was  an  agent  and 
the  other  members  approached  me  and  would  say,  "Well,  will  you 
fill  out  some  ballots?"     I  would  sigfi  my  name  to  the  ballot. 

The  Vice  Chairman.  How  many  times? 

Mr.  Bander.  Possibly  two  or  three  time,  but  I  wouldn't  sign  any- 
body else's  name  to  it. 

The  Vice  Chairman.  You  never  did  sign  anybody  else's  na^me? 

Mr.  Bander.  No,  sir. 

The  Vice  Chairman.  I  think  we  are  getting  something  rather 
Interesting  and  if  you  gentlemen  will  leave  me  alone  we  will  see  what 
we  can  develop.  Was  that  the  custom  in  the  office  usually  of  these 
agents?  Did  they  sign  the  names  of  pohcyholders  or  did  they  sign 
their  own  names? 
.  Mr.  Bander.  Well,  I  couldn't^; 

The  Vice  Chairman  (interposing).  Several  times? 

Mr.  Bander.  I  couldn't  say  in  other  cases  but  I  know  in  my  case 
the  agent  would  sign  his  own  name  several  times  and  put  a  policy 
number  on  there,  in  other  words  the  policy  number  would  be  fictitious, 
it  would  not  be  the  right  one.  If  the  home  office  would  check  it 
they  would  find  that  this  was  not  true. 

The  Vice  Chairman.  And  the  custom,  would  be  that  you  would 
receive  a  bunch  of  forty  or  fifty  ballots  put  in  the  mail  to  each  of  the 
agents  and  was  the  custom  with  reference  to  the  other  agents  the  same 
as  your  own  custom  insofar  as  you  know,  or  did  they  sign  the  names  of 
policyholders  without  authority? 

Mr.  Bander.  I  really  couldn't  say,  sir.  I  don't  know  what  the 
other  agents  did.  I  know  that  the  ballots  were  signed  in  the  office. 
Whether  or  not  the  agent  wrote  his  own  name  or  wrote  somebody 
else's  I  could  not  honestly  say.  ^ 

The  Vice  Chairman.  What  is  your  opinion  about  it? 

Mr.  Bander.  My  opinion  was  everythiiig  done  that  it  shouldn't 
be  done.     Does  that  answer  the  question? 

The  Vice  Chairman.  Well,  it  goes  pretty  far  toward  answering  it. 
What  I  am  trying  to  find  out  is,  if  you  can  help  us  on  it,  what  the 
practice  was  in  your  office  with  reference  to  these  ballots  which-  the 
policyholder  did  not  himself  vote,  was  the  name  of  the  agent  signed 
or  did  the  agent  sign  the  name  of  some  policyholder,  insofar  as  you 
know? 

Mr.  Bander.  As  far  as  I  know  I  couldn't  definitely  state  that.  I 
could  state  in  my  own  case,  as  I  told  you  before,  that  I  had  agents  sign 
their  own  name  on  the  voting  blank,  you  might  caU  it,  for  me — signed 
several  times. 

The  Vice  Chairman.  Would  you  get  several  agents  to  help  you 
out,  several  different  agents  to  help  you  out  with  your  batch  of  ballots? 

Mr.  Bander.  That  is  right. 
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The  Vice  Chairman.  About  how  many  agents  would  you  prob- 
ably use  in  getting  your  own  batch  of  forty  or  fifty  ballots  signed? 

Mr.  Bander.  I  should  say  fifteen  or  twenty. 

The  Vice-  Chairman.  You  would  just  kind  of  go  around  among 
them. 

Mr.  Bander.  That  is  right. 

The  Vice  Chairman.  When  you  were  doing  that  did  they  ask  you 
to  help  them  out,  too,  and  sort  of  cooperate? 

Mr.  Bander.  That  is  right,  exactly  the  same  way. 

The  Vice  Chairman.  So  fifteen  or  twenty  of  you  working  together 
helped  each  other  to  get  your  ballots  signed. 

Mr.  Bander.  That  is  right. 

The  Vice  Chairman.  But  so  far  as  you  know  none  of  those  ballots 
had  the  names  of  any  pohcyholders  other  than  the  agents  who  may 
have  happened  to  be  policyholders. 

Mr.  Bander.  That  is  right. 

The  Vice  Chairman.  I  think  we  have  got  that  clear. 

Mr.  Gesell.  Who  was  your  manager  from  1926  to  1938? 

Mr.  Bander.  Mr.  Martens. 

Mr.  Gesell.  What  was  his  first  name? 

Mr.  Bander.  William  Martens. 

Mr.  Gesell.  I  have  no  further  questions. 

Mr.  John  Lord  O'Brian.  Do  you  mind  asking  the  witness  if  that 
is  the  kind  of  proxy  and  ballot  he  signed? 

The  Vice  Chairman.  That  is  a  proper  question. 

Mr.  Gesell.  Is  this  che  type  of  ballot  and  proxy? 

Mr.  Bander.  That  is  right;  and  sometimes  it  was  even  cheaper 
paper  than  this. 

Mr.  Gesell.  I  might  say  for  the  record  that  samples  of  the  proxy 
and  ballot  are  already  in  evidence.^ 

The  Vice  Chairman.  If  it  is  desired,  we  can  put  that  particular 
one  in  and  have  it  marked  as  an  exhibit. 

Senator  King.  You  call  that  bad  paper? 

Mr.  Bander.  Not  this  one. 

Mr.  Gesell.  No  further  questions. 

The  Vice  Chair:^ian.  If  there  is  no  objection,  this  may  be  marked 
as  a  proper  exhibit. 

(The  sample  of  policyholder's  proxy  and  oflicial  ballot  were  marked 
"Exhibit  No.  251"  and  are  on  file  with  the  committee.) 

The  Vice  Chairman.  I  think  we  might  want  that  identified  a  little 
better.     Has  the  witness  identified  that? 

Mr.  Gesell.  Yes,  he  has. 

(The  witness,  Mr.  Bander,  was  excused.) 

Mr.  Gesell.  The  next  witness  is  Mr.  Samuel  Leshan. 

The  Vice  Chairman.  Do  you  solemnly  swear  the  testimony  you 
are  about  to  give  will  be  the  truth,  the  whole  truth  and  nothing  but 
the  truth,  so  help  you  God? 

Mr.  Leshan.  I  do. 

1  See  "Exhibit  No.  217",  appendix,  p.  1544. 
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TESTIMONY  OF  SAMUEL  LESHAN,  AGENT,  DORCHESTER  OFFICE, 
METROPOLITAN  LIFE  INSURANCE  CO.,  BOSTON,  MASS. 

Mr.  Gesell.  What  is  your  full  name? 

Mr.  Leshan.  Samuel  Leshan. 

Mr.  Gesell.  How  do  you  spell  it? 

Mr.  Leshan.  L-e-s-h-a-n. 

Mr.  Gesell.  Are  you  employed  by  the  Metropolitan  Life  Insurnnce 
Co? 

Mr.  Leshan.  I  am. 

Mr.  Gesell.  In  what  capacity? 

Mr.  Leshan.  As  an  agent. 

Mr.  Gesell.  How  long  have  you  been  employed? 

Mr.  Leshan.  Since  May  1935. 

Mr.  Gesell.  Out  of  what  office  do  you  work? 

Mr.  Leshan.  Dorchester,  Boston. 

Mr.  Gesell.  Is  that  the  same  office  Mr.  Bander  works  out  of,  or  a 
different  office? 

Mr.  Leshan.  A  different  office. 

Mr.  Gesell.  Is  the  practice  with  respect  to  obtaining  policy- 
holders' signatures  on-  ballots  and  proxies  the  same  as  that  followed 
in^Mr.  Bander's  office? 

Mr.  Leshan.  Not  exactly. 

Mr.  Gesell.  Will  you  tell  us  what  the  practice  is  in  your  oflQce? 

Mr.  Leshan.  The  practice  in  my  office,  has  been  to  exchange  the 
signatures  of  the  agents. 

Senator  King.  I  didn't  understand. 

Mr.  Leshan.  The  practice  ui  my  office  has  been  to  exchange  signa- 
tures of  policyholders  by  agents. 

Mr.  Gesell.  You  mean  one  agent  would  sign  the  names  of  another 
agent's  policyholders  to  the  ballots? 

Mr.  Leshan.  Yes,  sir. 

Mr.  Gesell.  And  vice  versa. 

Mr.  Leshan.  Yes,  sir;  without  corresponding  policy  numbers. 

Mr.  Gesell.  And  without  the  authority  of  the  policyholder? 

Mr.  Leshan.  I  wouldn't  say  that  exactly. 

Mr.  Gesell.  What  do  you  mean  by  that. 

Mr.  Leshan.  That  the  policyholders  did  not  know  what  it  was 
about  and  they  refused  to  sign  them.  Presuming  you  were  a  policy- 
holder and  I  presented  a  ballot  to  you  and  said,  "Sign  it,"  and  you 
didn't  have  the  time  and  you  refused  to  sign  it,  what  would  I  do? 

Mr.  Gesell.  You  mean  the  policyholder  didn't  know  anything 
about  it  at  all. 

Mr.  Leshan.  Of  course  not. 

Mr.  Gesell.  Was  that  practice  followed  in  the  case  of  the  1935 
election,  or  were  you  there  at  that  time? 

Mr.  Leshan.  I  don't  remember  the  '35  election;  I  remember  the  '37. 

Mr.  Gesell.  Was  it  followed  in  the  '37  election? 

Mr.  Leshan.  Yes,  sir. 

Mr.  Gesell.  Was  it  a  general  practice  in  the  ofl5ce? 

Mr.  Leshan.  Yes,  sir. 

Mr.  Gesell.  Was  it  engaged  in  secretly  or  openly  in  the  office? 

Mr.  Leshan.  Openly. 

Mr.  Gesell.  How  many  men  are  there  in  the  office? 
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Mr.  Le^han.  Thirty-two. 

Mr,  Gesell.  How  many  of  those  men  would  you  say  participated 
in  this  practice? 

Mr.  Leshan.  Thirty. 

Mr.  Gesell.  Who  were  the  two  men  who  didn't? 

Mr.  Leshan.  Mr.  Carroll  and  Mr.  Paris. 

Mr.  Gesell.  Are  they  the  managers? 

Mr.  Leshan.  No,  sir;  they  are  agents. 

Mr.  Gesell.  Everyone  else  did  it? 

Mr.  Leshan.  Yes,  sir. 

Mr.  Gesell.  Was  it  done  in  the  presence  of  the  assistant  managers? 

Mr.  Leshan.  Yes,  sir. 

Mr.  Gesell.  Do  you  know  whether  the  assistant  managers  knew  it 
was  going  on? 

Mr.  Leshan.  If  they  didn't — 

(The  remainder  of  the  answer  was  inaudible.) 

Mr.  Gesell.  Do  you  know  whether  the  assistant  managers  knew  of 
this  practice? 

Mr.  Leshan.  They  must  have  Imown. 

Mr.  Gesell.  What  makes  you  say  that? 

Mr,  Leshan.  The  ink  wasn't  dry. 

Mr.  Gesell,  You  mean  you  would  turn  in  ballots  and  proxies 

The  Vice  Chairman  (interposing).  Wait  a  minute.  Can't  you  use 
language  we  can  understand?     What  do  you  mean? 

Mr.  Leshan.  The  company  did  not  allow  the  time  to  have  the  bal- 
lots taken  care  of  in  the  appropriate  way;  therefore  we  had  to  present 
our  reports  in  the  morning,  to  present  the  ballots,  we  had  to  sign  them 
right  there  and  then;  the  ink  wasn't  dry. 

Senator  King.  How  many  days  do  you  have? 

Mr.  Leshan.  Five  to  ten. 

Senator  King.  You  had  5  to  10  days? 

Mr,  Leshan.  Yes,  sir. 

Mr.  Gesell.  And  you  would  sign  them  on  the  last  day  and  turn 
them  in  to  the  assistant  managers  before  the  ink  was  dried? 

Mr.  Leshan.  No,  sir;  we  signed  them  daily. 

Mr.  Gesell,  And  turned  them  in  before  the  ink  was  dry? 

Mr,  Leshan.  Yes,  sir. 

Mr.  Gesell.  And  why  were  they  turned  in  daily?  Was  the  com- 
pany making  reports? 

Mr.  Leshan.  In  a  way. 

Mr.  Gesell.  Wliat  do  you  mean,  in  a  way? 

Mr.  Leshan.  The  manager  would  take  a  report  every  morning. 

Mr.  Gesell.  As  to  how  many  you  had  gotten? 

Mr.  Leshan.  Yes,  sir. 

Mr.  Gesell,  Do  you  know  whether  or  .not  the  manager  knew  about 
it? 

Mr.  Leshan.  Definitely,  no ;  but  there  is  np  question  he  did  know. 

Mr.  Gesell.  You  mean  you  don't  Imow  ofyour  own  knowledge 
whether  he  knew  or  not? 

Mr.  Leshan,  I  could  not  state  definitely,  because  I  could  not  prove 
it  definitely. 

Mr.  Gesell,  What  is  the  name  of  your  manager? 

Mr.  Leshan.  P.  J.  Craffey. 

Mr.  Gesell.  W^hat  are  the  names  of  the  assistant  managers? 
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Mr.  Leshan.  Mr.  Green,  Mr.  Purcell,  Mr.  Abrams,  and  Mr.  Lynn. 

Senator  King.  Do  you  have  such  a  large  number  of  assistant  man- 
agers in  that  small  office?    You  have  given  4  or  5  names. 

Mr.  Leshan.  Yes,  sir. 

Senator  King.  Are  there  that  number? 

Mr.  Leshan.  There  are  approximately  nine  agents  to  a  staff,  to  an 
assistant  manager. 

Mr.  Gesell.  You  mean  that  each  group  of  nine  agents  has  an 
assistant  manager  over  him,  and  one  manager  over  all  the  assistants? 

Mr.  Leshan.  Yes,  sir. 

Mr.  Douglas.  What  percentage  of  the  ballots  going  out  of  your 
office  in  1937  election  would  you  estimate  were  forged? 

Mr.  Leshan.  My  personal  opinion  would  be  about  98  percent. 

Mr.  Gesell.  Were  any  of  these  assistant  managers  previously 
salesmen,  do  you  know? 

Mr.  Leshan.  Yes,  sir;  they  had  to  be  in  order  to  become  assistant 
managers. 

Mr.  Gesell.  A  man  becomes  an  assistant  manager  usually  from 
the  ranks  of  the  salesmen? 

Mr.  Leshen.  Usually. 

Mr.  Gesell.  Have  any  of  these  assistant  managers  been  salesmen 
while  you  were  with  the  company? 

Mr.  Leshan.  No,  sir. 

Mr.  Gesell.  I  have  no  further  questions. 

Senator  King.  Did  you  sign  the  names  of  any  individuals  on  those 
ballots? 

Mr.  Leshan.  Yes,  sir;  you  mean  policyholders. 

Senator  King.  Did  you  sign  the  names  of  policyholders? 

Mr.  Leshan.  Well,  any  policyholder. 

Senator  King.  Did  you  sign  the  name  of  any  policyholder? 

Mr.  Leshan.  Yes,  sir. 

Senator  King.  Give  me  the  name  of  any  policyholder  whose  name 
you  signed. 

Mr.  Leshan.  I  cannot  remember  that. 

Senator  King.  You  can't  do  that? 

Mr.  Leshan.  No,  sir;  there  are  over  a  thousand  names,  I  believe. 

Senator  King.  I  understood  you  to  say  you  had  50  ballots. 

Mr.  Leshan.  We  don't  discriminate  in  the  names  we  chose;  we 
chose  any  name  in  the  book. 

Senator  King.  You  had  only  45  or  50  ballots  for  your  section? 

Mr.  Leshan.  -Yes,  sir. 

Senator  King.  How  many  of  those  ballots  would  you  have;  would 
you  have  45? 

Mr.  Leshan.  About'45  to  50. 

Senator  King.  Now,  can  you  remember  the  name  of  a  single  person 
whose  name  you  forged? 

Mr.  Leshan.  No,  sir;  I  do  not  choose  the  names,  I  just  pick  them 
at  random. 

Senator  King.  And  you  don't  remember  the  name? 

Mr.  Leshan.  No,  sir;  they  were  not  the  names  of  my  debit,  they 
were  the  names  in  the  adjoining  debit.  I  do  not  sign  my  own  ballots. 
I  sign  the  ballots  of  the  next  agent  and  he  signed  mine  in  turn,  that  was 
the  procedure. 

Senator  King.  Where  did  you  find  the  names  to  sign  on  the  ballots 
of  some  of  the  agents  that  were  adjoining  you? 
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Mr.  Leshan.  The  other  adjoining  agent  would  copjr  down  the  name 
on  the  top,  I  believe,  and  I  would  just  write  it  in,  copy  it  at  the  bottom, 
and  return  it. 

Senator  King.  You  signed  the  name  at  the  bottom? 

Mr.  Leshan.  That  is  right. 

Senator  King.  Your  own  name  or  the  name  at  the  top  of  the 
ballots? 

Mr.  Leshan.  The  man's  name  at  the  top  of  the  ballots. 

Senator  King.  If  John  Jones'  name  was  at  the  top  of  the  ballot, 
you  would  sign  John  Jones'  name  at  the  bottom. 

Mr.  Leshan.  Yes,  sir. 

Senator  King.  You  knew  then  you  were  committing  a  forgery. 

Mr.  Leshan.  No,  sir. 

Senator  King.  You  knew  you  were  signing  somebody's  name  you 
were  not  authorized  to  sign,  didn't  you? 

Mr.  Leshan.  No,  sir.  If  I  gave  you  a  piece  of  paper  and  put  the 
name  at  the  top  and  asked  you  to  sign  at  the  bottom,  and  if  you 
were  a  friend  of  mine,  wouldn't  you  sign  it?     [Laughter.] 

Senator  King.  No;  I  wouldn't.  Do  I  understand  that  you  were 
there  as  a  representative  of  the  company? 

Mr.  Leshan.  No,  sir;  there  was  no 

Senator  King  (interposing).  Do  I  understand  you  were  there  rep- 
resenting the  company? 

Mr.  Leshan.  In  that  ballot? 

Senator  King.  Yes. 

Mr.  Leshan.  Not  directly. 

Senator  King.  You  were  an  agent  of  the  company,  weren't  you? 

Mr.  Leshan.  Yes,  sir;  but  there  was  no  direct  advice  given  as  to 
the  procedure  in  signing  those  ballots. 

Senator  King.  Did  you  feel  that  you  were  at  perfect  liberty  to 
sign  any  person's  name  on  those  ballots? 

Mr.  Leshan.  Yes,  sir. 

Senator  King.  And  that  was  your  conception  of  your  duty  to  your 
employer,  was  it? 

Mr.  Leshan.  The  instruction  was  not  passed  to  me  on  which  method 
to  take  on  which  to  have  ballots  signed. 

Senator  King.  Did  you  read  the  instructions  on  the  ballot? 

Mr.  Leshan.  Yes,  sir. 

Senator  King.  That  is  aU. 

Mr.  Douglas.  It  was  common  practice  in  your  office  to  do  that? 

Mr.  Leshan.  Yes,  sir. 

Mr.  Douglas.  And  that  was  a  practice  that  was  in  existence  at  the 
time  you  came? 

Mr.  Leshan.  Evidently. 

Mr.  Douglas.  As  far  as  you  know  it  wasn't  just  started  in  1937? 

Senator  King.  How  would  he  know  what  the  practice  was  before? 

Mr.  Douglas.  I  am  asking  him  if  as  far  as  he  knows  this  was 
started  in  1937,  or  whether  or  not  it  was  his  impression  that  it  had 
been  going  on  prior  to  that  time. 

Mr.  Leshan.  Personally,  I  did  not  start  that  procedure. 

Mr.  Douglas.  You  fitted  yourself  into  the  custom  of  an  office? 

Mr.  Leshan.  I  followed  the  process  the  other  agents  were  going 
through. 

Mr.  Gesell.  No  further  questions. 
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(The  witness,  Mr.  Samuel  Leshan,  was  excused.) 

Mr.  Gesell.  The  next  witness  is  Mr.  D.  A.  Pettinelli. 

The  Vice  Chairman.  Do  you  solemnly  swear  the  testimony  you 
are  about  to  give  in  this  case  will  be  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  so  help  you  God? 

Mr.  Pettinelli.  Yes,  sir. 

TESTIMONY  OF  DOMINIC  A.  PETTINELLI,  AGENT,  LEAGUE  ISLAND 
DISTRICT,  METROPOLITAN  LIFE  INSURANCE  CO.,  PHILADEL- 
PHIA, PA. 

Mr.  Gesell.  What  is  your  full  name,  sir? 

Mr.  Pettinelli.  Dominic  A.  Pettinelli — P-e-t-t-i-n-e-1-l-i. 

Mr.  Gesell.  Are  you  employed  by  the  MetropoUtan? 

Mr.  Pettinelli.  Yes,  sir. 

Mr.  Gesell.  In  what  capacity? 

Mr.  Pettinelli.  As  an  agent. 

Mr.  Gesell.  Ou.t  of  what  office  do  you  work? 

Mr.  Pettinelli.  League  Island  district,  Philadelphia. 

Mr.  Gesell.  Philadelphia,  Pa.? 

Mr.  Pettinelli.  Yes,  sir. 

Mr.  Gesell.  Is  the  practice  in  your  office  the  same  as  the  practice 
in  the  offices  concerning  which  the  previous  agents  have  testified? 

Mr.  Pettinelli.  Yes,  sir. 

Mr.  Gesell.  Is  it  the  practice  in  your  office  to  exchange  ballots 
among  the  agents  and  for  the  agents  to  sign  policyholders'  names  to 
those  ballots? 

Mr.  Pettinelli.  Yes,  §ir. 

Mr.  Gesell.  Was  that  practice  in  effect  in  your  office  when  you 
came  to  work? 

Mr.  Pettinelli.  I  went  to  work  with  the  Metropolitan  in  the 
year  of  1936  and  the  week  of  June  29.  When  I  heard  that  there  was 
an  election  coming  off,  I  was  looking  forward  to  a  great  event.  I 
thought  it  was  something  very 

Senator  King  (interposing).  Answer  his  question.  What  was  the 
practice? 

Mr.  Gesell.  Tell  us  what  was  the  practice. 

Mr.  Pettinelli.  Well,  the  practice  was  that  the  ballots  were  dis- 
tributed to  the  agents  by  assistant  managers,  and  they  were  requested 
to  take  the  ballots  out  and  get  them  signed  by  the  policyholders.     So 
naturally  when  I  was  given  the  ballots,  I  went  out  on  my  debit  and 
asked  people  to  sign  the  ballots.     In  many  cases,  as  a  matter  of  fact, 
at  that  time  my  debit  was  a  98  percent  foreign  debit. 
Senator  King.  I  diSn't  get  that. 
Mr.  Gesell.  What  do  you  mean  by  foreign  debit? 
Mr.  Pettinelli.  Italian  people,  and  most  of  them,  naturally,  in 
many  cases,  they  didn't  know  what  they  were  signing,  and  in  many 
cases  people  had  never  heard  of  the  company  having  an  election,  and 
when  the  ballot  was  presented   to  them,  they  kind  of  resented  it 
because   they  didn't  know  what  they  were  signing  for.     In  other 
instances  people  didn't  know  how  to  write  their  name.     They  made 
cross  marks,  and  naturally  they  weren't  going  to  attach  a  cross  to 
something  that  they  didn't  know  what  it  was. 
Mr.  Gesell.  Thev  couldn't  read,  in  other  words. 
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Mr.  Pettinelli.  Positively,  they  couldn't. 

Senator  King,  They  could  perhaps  read  the  Italian  language  but 
not  the  English,  is  that  what  you  mean? 

Mr.  Pettinelli.  That  is  right. 

Mr.  Douglas.  The  ballots  were  in  English. 

Mr.  Pettinelli.  Positively. 

Mr.  Gesell.  So  what  happened  after  that. 

Mr.  Pettinelli.  So  the  next  morning  when  I  first  was  given  the 
ballots,  I  took  in  as  many  as  I  had  signed  by  policyholders,  and  natu- 
rally an  agent's  time  is  limited.  He  has  no  time  control;  he  must 
go  out  and  do  a  day's  work  and  with  all  that  he  had  to  get  these  ballots 
signed,  so  naturally  we  didn't  have  very  much  time  to  get  all  our 
ballots  signed,  and  one  morning  when  I  was  sitting  there,  the  first 
thing  I  know,  I  saw  some  ballots  stuck  in  front  of  me,  so  a  man  said, 
"Go  ahead  and  sign  them  for  me." 

Senator  King.  Was  he  an  agent?  ' 

Mr.  Pettinelli.  Yes,  sir.  So  the  first  thing  you  know  ballots  were 
floating  all  over  the  office. 

Mr.  Gesell.  And  you  saw  then  it  was  the  practice  in  the  office  for 
the  agents  to  do  the  signing  themselves? 

Mr.  Pettinelli.  Yes,  sir. 

Mr.  Gesell.  And  was  that  practice  continued  in  the  following  elec- 
tions? 

Mr.  Pettinelli.  It  only  took  place  in  the  one  election  in  1937. 

Mr.  Gesell.  That  is  the  only  one  you  have  been  in? 

Mr.  Pettinelli.  Yes. 

Mr.  Gesell.  Was  it  the  general  practice  in  the  office  for  you  to  sign 
that? 

Mr.  Pettinelli.  Yes,  sir. 

Mr.  Douglas.  What  percentage  of  the  ballots  going  out  of  your 
oflfic^  in  that  election  would  you  estimate  were  forged? 

Mr.  Pettinelli.  Wliy,  I  should  say  the  majority. 

Mr.  Douglas.  Over  50  percent? 

Mr.  Pettinelli.  Positively. 

Mr.  Gesell.  How  many  men  were  working  in  your  office? 

Mr.  Pettinelli.  At  that  time  there  were  approximately  46  men. 

Mr.  Gesell.  Was  any  of  this  signing  done  in  the  presence  of  the 
assistant  managers? 

Mr.  Pettinelli.  Well,  the  assistant  managers  were  in  the  agents' 
room. 

Mr.  Gesell.  When  the  signing  was  going  on? 

Mr.  Pettinelli.  Yes,  sir. 

Mr.  Gesell.  Do  you  know  whether  or  not  they  saw  what  was 
going  on? 

Mr.  Pettinnelli.  That  I  can't  say. 

Mr.  Gesell.  Wliat  about  the  manager? 

Mr.  Pettinelli.  The  manager  was  not  present.  He  naturally  was 
in  his  office. 

Mr.  Gesell.  How  many  assistant  managers  are  there  in  the  office? 

Mr.  Pettinelli.  Five. 

Mr.  Gesell.  I  have  no  further  questions. 

Senator  King.  Did  you  sign  your  name  to  the  ballot? 

Mr.  Pettinelli.  Yes;  I  did. 


1348        CONCENTRATION  OF  ECONOMIC  POWER 

Mr.  Douglas.  I  thought  you  said  you  signed  the  policy-holder's 
name. 

Mr.  Pettinelli,  Well,  naturally,  you  sort  of  tripped  me  there.  I 
signed  for  other  agents  the  names  of  policyholders  that  they  had  given 
me  to  sign. 

Senator  King.  Do  you  sign  your  own  name,  that  is  what  I  mean? 

Mr.  Pettinelli.  I  did,  because  I  am  a  policyholder  also. 

Senator  King.  How  many  policies  do  you  Imve? 

Mr.  Pettinelli.  I  have 

Senator  King  (interposing).  Your  own,  I  mean. 

Mr.  Pettinelli.  I  have  one  of  my  own. 

Senator  King.  Any  members  of  your  family? 

Mr.  Pettinelli.  Yes,  sir. 

Senator  King.  Did  they  sign? 

Mr.  Pettinelli.  No,  sir. 

Senator  King.  Do  you  sign  their  names? 

Mr.  Pettinelli.  Yes,  sir. 

Senator  King.  You  signed  your  own  name  and  signed  the  names 
of  the  members  of  your  family  who  hold  policies? 

Mr.  Pettinelli.  Yes,  sir. 

Senator  King.  You  voted  the  ticket  then? 

Mr.  Pettinelli.  Yes,  sir;  I  had  no  alternative. 

Senator  King.  You  didn't  put  up  any  kick,  if  I  may  use  the  language 
of  thjB  street,  against  the  ticket,  against  the  officers  on  the  ticket? 

Mr.  Pettinelli.  No;  it  was  hopeless,  no;  naturally  I  didn't. 

Senator  King.  Were  you  satisfied  with  the  management? 

Mr.  Pettinelli.  Was  I? 

Senator  King.  Yes. 

Mr.  Pettinelli.  Certainly  not. 

Senator  King.  You  were  working  for  it? 

Mr.  Pettinelli.  Yes,  sir. 

Senator  King.  Still  working  for  it? 

Mr.  Pettinelli.  Yes,  sir. 

Mr.  Douglas.  Just  for  purposes  of  clarification,  you  signed  to 
these  ballots  not  your  name  but  the  names  of  policyholders? 

Mr.  Pettinelli.  Yes,  sir. 

Senator  King.  Then  I  misunderstood  that  you  signed  your  own 
name. 

Mr.  Pettinelli.  When  ballots  were  given  to  me  by  other  men,  I 
signed  the  names  of  policyholders  they  presented  to  me  to  sign. 

Mr.  Gesell.  You  did  both,  in  other  words. 

Mr.  Pettinelli.  Yes,  sir. 

Senator  King.  Signed  your  name  and  signed  the  names  of  policy- 
holders? 

Mjr.  Pettinelli.  Yes,  sir. 

Senator  King.  Did  you  sign  your  name  more  than  once  as  a 
policyholder? 

Mr.  Pettinelli.  No,  sir. 

Senator  King.  Then  your  name,  as  a  policyholder,  is  only  on  one 
ballot? 

Mr.  Pettinelli.  Because  I  have  only  the  one  policy  on  myself. 

Senator  King.  But  did  you  sign  your  name  for  policies  that  vou 
didn't  hold? 

Mr.  Pettinelli.  No,  sir. 
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Mr.  Gesell.  In  other  words,  you  had  one  valid  ballot  in  all  of 
those,  the  one  you  signed  yourself. 

The  Vice  Chairman.  I  think  that  is  pretty  clear. 

Mr.  Gesell.  No  further  questions. 

Dr.  LuBiN.  For  the  purpose  of  the  record,  will  you  just  describe 
what  you  mean  when  you  talk  about  your  debit? 

Mr.  Pettinelli.  A  debit  is  consisted  of  approximately — the  aver- 
age debit  has  approximately  1,200  policyholders.  The  agent  must 
go  out  and  enter  into  about  300  homes  to  make  his  collections.  He 
must  collect  his  debit  in  4  days,  and  with  all  that  he  must  handle  his 
detail  work;  that  is,  death  claims,  cash  surrenders,  and  any  corre- 
spondence that  comes  in  from  the  home  office.  If  anyone  writes  in  to 
the  home  office  asking  any  information  in  reference  to  their  policies, 
or  something  of  that  nature,  the  agent  must  go  out  and  contact  the 
policyholder  and  get  whatever  information  the  policyholder  would 
like  to  know,  and  naturally  in  many  instances  he  has  to  call  back  at 
the  homes  two  or  three  times  withm  the  week  in  order  to  make  his 
collection,  so  naturally  his  time  is  limited,  and  I  think  that  that  is 
the  main  purpose,  that  is  the  reason  why  so  many  of  the  ballots  are 
signed  amongst  the  agents,  because  of  the  pressure  and  the  limit  of 
time. 

Dr.  LuBiN.  You  say  you  have  300  families  in  an  average  debit 
which  you  must  visit  once  a  week? 

Mr.  Pettinelli.  Yes,  sir. 

Dr.  LuBiN.  This  means  you  must  average  about  50  calls  a  day? 

Mr.  Pettinelli.  I  beg  your  pardon. 

Dr.  LuBiN.  How  many  calls  would  you  average  a  day? 

Mr.  Pettinelli.  Well,  I  will  say  about  75  calls,  on  the  average. 

Dr.  LuBiN.  Have  you  any  idea  as  to  about  what  the  average  size 
of  these  individual  policies  on  your  own  debit? 

Mr.  Pettinelli.  The  average  size?  Well,  that  is  hard  to  tell, 
because  most  of  it,  the  largest  share  of  the  policyholders,  are  what  is 
known  as  industrial  policyholders.  They  are  the  policies  that  are 
paid  on  a  weekly  basis,  and  the  debit  that  I  had  at  that  time,  they 
had  approximately  900  industrial  policies  and  about  150  ordinaiy 
policyholders;  that  is,  policies  that  were  paid  on  a  monthly  basis. 

Dr.  LuBiN.  Have  jou  any  idea  as  to  what  the  average  size  of 
those  industrial  policies,  the  face  value? 

Mr.  Pettinelli.  The  face  value  of  the  policies,  the  average?  That 
is  hard  to  tell. 

Mr.  Gesell.  Many  people  on  your  debit  are  children,  are  they 
not? 

Mr.  Pettinelli.  Oh,  yes;  that  also  includes  children. 

Mr.  Gesell.  Many  of  the  policyholders;  and  many  of  them  are 
also  illiterate? 

Mr.  Pettinelli.  Yes. 

Mr.  Gesell.  Or  at  least  some  of  them. 

Mr.  Pettinelli.  Positively. 

Senator  King.  You  mean  in  the  English  language.  I  don't  want 
to  concede  that  in  the  language  of  their  own  country  they  were 
illiterate. 

Mr.  Pettinelli.  They  were  in  the  English  language,  some  of  them, 
but  the  majority  of  them  were  not. 
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Senator  King.  The  majority  of  your  clients  were  Italians,  were 
they? 

Mr.  Pettinelli.  Do  you  wish  to  let  me  give  you  an  example? 

Senator  King.  I  was  rather  opposing  the  view  that  they^  are 
illiterate. 

Mr.  Pettinelli.  They  were  in  the  EngUsh  language. 

Senator  King.  But  they  understood  the  Italian  language? 

Mr.  Pettinelli.  Positively. 

Senator  King.  You  wrote  policies,  didn't  you? 

Mr.  Pettinelli.  I  certainly  did. 

Senator  King.  When  you  wrote  poUcies  among  those  people  they 
were  your  clients;  did  you  explain  to  them  vrhat  the  nolicv  was  and 
what  the  company  was,  where  it  was? 

Mr.  Pettinelli.  Yes,  sir. 

Senator  King.  Explained  the  policy  as  best  you  could  and  told 
them  they  had  elections  from  time  to  time? 

Mr.  Pettinelli.  No,  sir. 

Senator  King.  You  didn't  tell  them  that? 

Mr.  Pettinelli.  No,  sir. 

Senator  King.  On  the  receipts  you  obtained  or  gave,  was  it  stated 
that  they  had  elections? 

Mr.  Pettinelli.  Yes. 

Senator  King.  That's  all. 

Mr.  Gesell.  No  further  questions. 

The  next  v/itness  is  Mr.  Samuel  Brodis. 

The  Vice  Chairman.  Do  you  solemnly  swear  the  testimony  you 
are  about  to  give  is  the  truth,  the  whole  truth,  and  nothing  but  the 
tnith,  so  help  you  God? 

Mr.  Brodis.  I  do. 

Mr.  Gesell.  What  is  your  name? 

TESTIMONY    OF   SAMUEL    U.    BRODIS,    AGENT,    LOGAN  OFFICE 
METROPOLITAN  LIFE   INSURANCE  CO.,  PHILADELPHIA,  PA. 

Mr.  Brodis.  Samuel  U.  Brodis. 
Mr.  Gesell.  How  do  you  spell  it? 
Mr.  Brodis.  B-r-o-d-i-s. 

Mr.  Gesell.  Are  you  employed  by  the  Metropolitan? 
Mr.  Brodis.  Yes,  sir. 

Mr.  Gesell.  Out  of  what  office  do  you  work? 
Mr.  Brodis.  Logan,  Philadelphia. 

Mr.  Gesell.  Is  that  the  same  office  as  the  previous  witness? 
Mr.  Brodis.  No,  sir. 

Mr.  Douglas.  Did  you  say  "no"  or  "yes?" 
Mr.  Brodis.  No. 

Mr.  Gesell.  How  long  have  you  been  employed  by  the  company? 
Mr.  Brodis.  Twenty  years. 
Mr.  Gesell.  Since  1919? 
Mr.  Brodis.  February  3,  1919. 

Mr.  Gesell.  Have  you  participated  in  every  election  which  has 
})e*'n  IrmJ  tiiiice  that  time? 
Mr.  Prodis.  No,  sir. 

Mr.  Gesell.  How  many  have  you  participated  in? 
Mr.  Brodis.  Four. 
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Mr.  Gesell.  Wliich  four  did  j^ou  participate  in? 
Mr.  Brodis.  From  1919  to  1925.  . 

Mr.  Gesell.  Since  that  time  you  have  not  participated  in  any? 
Mr.  Brodis.  No,  sir. 
Mr.  Gesell.  Why  is  that? 

Mr.  Brodis.  Because  I  was  an  assistant  manager. 
Mr.  Gesell.  Are  you  an  assistant  manager  now? 
Mr.  Brodis.  No,  sir. 

Mr.  Gesell.  How  long  were  you  an  assistant  manager? 
Mr.  Brodis.  Eleven  and  one-half  years. 

Mr.  Gesell.  Will  you  tell  us  what  the  practice  is  in  your  ofTice 
with  respect  to  the  signing  of  the  proxies  and  ballots? 

•  Senator  King.  What  ofSce  does  he  hold  now? 
Mr.  Gesell.  He  is  now  an.  agent. 

Mr.  Brodis.  The  clerk  gives  out  the  ballots  to  the  agents  with 
instructions  to  have  them  signed  within  10  days,  somewhere  around  a 
week  or  10  days.  What  the  proxies  were  I  did  not  see,  because  as  an 
agent  I  never  signed,  never  forged  any  signature.  I  used  to  get  them 
all  sigiied  by  the  policyholders.  "When  I  complained  to  the  brother 
agents  at  that  time  that  it  was  so  hard  to  get  the  policyholders  to 
sign  them  because  they  don't  trust,  they  don't  know  what  it  is 
all  about,  and  so  on,  they  laughed  at  me. 

They  said,  "You  don't  know  how  the  easiest  way  is  to  get  out  of 
that,  and  here  is  .the  way  we  do  it."  They  showed  me  then  how  to 
sign  the  signatures. 

Mr.  Gesell.  Is  it  a  common  practice  in  the  office  to  get  the  signa- 
tures that  way? 

Mr.  Brodis.  Since  1926  I  did  not  see  it. 

Mr.  Gesell.  But  before  1926  you  did? 

Mr.  Brodis.  When  I  was  sitting  with  the  agents  together  I  did  see 
it,  but  as  an  assistant  manager  I  shut  m}-  eyes. 

Mr.  Gesell.  How  many  agents  are  there  in  the  office? 

Mr.  Brodis.  Forty-nine. 

Mr.  Gesell.  While  you  were  assistant  manager  did  you  talk  with 
any  of  the  other  assistant  managers  about  the  practice  engaged  in 
in  signing  ballots? 

Mr.  Brodis.  No,  sir;  we  avoided  that  question. 

Mr.  Gesell.  What  do  you  mean  by  that? 

•  Mr.  Brodis.  We  didn't  want  to  discuss  that  matter. 
Mr.  Gesell.  I  have  no  further  questions  of  this  witness. 

Mr.  Douglas.  When  you  signed  in  the  period  prior  to  1926,  did 
you  sign  your  name  to  the  ballot  or  did  you  sign  the  names  of  policy- 
holders to  the  bpllots? 

Mr.  Brodis.  The  poUcyholders  signed  their  nam.es  on  the  ballots. 
I  never  practiced  this  forgery,  what  you  call  it. 

Mr.  Douglas.  As  respects  the  practices  of  other  agents  that  you 
know  about  during  that  period,  did  they  sign  their  names  or  did  they 
sign  policyholders'  names? 

Mr.  Brodis.  They  have  signed  the  policyholders'  names. 
_  Mr.  Douglas.  And  that  practice  was  going  on  during  the  first  elec- 
tion in  which  you  participated? 

Mr.  Brodis.  The  first  election  I  didn't  know. 

Mr,  Douglas.  You  learned  about  it  after  the  first  election? 

Mr.  Brodis.  After  the  election  I  learned. 
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Mr.  Douglas.  What  percentage  of  the  ballots  during  the  period 
in  question  would  you  estimate  were  forged  in  that  manner? 

Mr.  Brodis.  I  couldn't  tell  you.  I  didn't  participate,  so  I  don't 
know. 

Mr.  Patterson.  Let  me  ask  you  a  question.  You  are  now  an 
agent? 

Mr.  Brodis.  Yes,  sir. 

Mr.  Patterson.  You  were  an  assistant  manager? 

Mr.  Brodis.  Yes. 

Mr.  Patterson.  Were  you  demoted? 

Mr.  Brodis.  Yes,  sir. 

Mr.  Patterson.  "V^^iy? 

Mr.  Brodis.  I  don't  know. 

Mr.  Patterson.  When  were  you  demoted? 

Mr.  Brodis.  In  January  1938. 

Mr.  Gesell.  The  next  witness  is  Mr.  Ernest  Weiss. 

The  Vice  Chairman.  Do  you  solemnly  swear  the  testimony  you 
are  about  to  give  will  be  the  truth,  the  whole  truth,  and  nothing  but 
the  truth,  so  help  you  God? 

Mr.  Weiss.  I  do. 

TESTIMONY    OF    ERNEST    WEISS,  AGENT,  HARROWGATjl  OFFICE, 
METROPOLITAN    LIFE  INSURANCE  CO.,  PHILADELPHIA,  PA. 

Mr.  Gesell.  What  is  your  full  name,  sir? 

Mr.  Weiss.  Ernest  D.  Weiss. 

Mr.  Gesell.  Are  you  an  agent  employed  by  the  Metropolitan? 

Mr.  Weiss.  Yes,  sir. 

Mr.  Gesell.  How  long  have  you  been  employed? 

Mr.  Weiss.  .Since  May  of  1934. 

Mr.  Gesell.  Out  of  what  office  do  you  work? 

Mr.  Weiss.  Out  of  the  Harrowgate  Office,  Philadelphia. 

Mr.  Gesell.  Is  that  a  different  office  from  what  any  of  the  others 
have  been  talking  about? 

Mr.  Weiss.  Yes,  sir. 

Mr.  Gesell.  Is  the  practice  in  signing  ballots  in  your  office  the 
same  as  in  the  other  offices? 

Mr.  Weiss.  Yes,  sir. 

Mr.  Gesell.  Do  the  agents  sign  the  policyholders'  names  to  the 
ballots? 

Mr.  Weiss.  The  agents  interchange  ballots  and  sign  names  of 
policyholders  of  the  other  agents  to  the  balloiJ,s. 

Mr.  Gesell.  Is  that  a  general  practice  in  the  office? 

Mr.  Weiss.  So  far  as  I  sa^y;  yes. 

Mr.  Gesell.  Was  it  done  openly? 

Mr.  Weiss.  Yes,  sir. 

Mr.  Gesell.  In  the  offices  of  th^  company? 

Mr.  Weiss.  Yes,  sir. 

Mr.  Gesell.  In  the  offices  of  the  company? 

Mr.  Weiss.  In  the  offices  of  the  company. 

Mr.  Gesell.  How  many  agents  are  there  in  your  office? 

Mr.  Weiss.  In  the  1935  election  there  were  approximately  27;  in 
the  1937  election,  about  24. 
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Mr.  Gesell.  Do  you  know  whether  or  not  all  of  those  agents 
engaged  in  the  practice? 

Mr.  Weiss.  I  should  say  the  majo-rity,  the  good  majority,  engaged 
in  that  practice. 

Mr.  Gesell.  Was  it  done  in  the  presence  of  the  assistant  man- 
agers? 

Mr.  Weiss.  Yes,  sir. 

Mr.  Gesell.  They  saw  it? 

Mr.  Weiss.  They  must  have  seen  it. 

Mr.  Gesell.  How  many  assistant  managers  have  you  got? 

Mr.  Weiss.  Three. 

Mr.  Gesell.  Was  it  done  in  the  presence  of  the  manager? 

Mr.  Weiss.  I  can't  recall  definitely,  but  I  think  that  the  manager 
•was  in  the  office  during  the  19 — in  the  agent's  office — during  the  1935 
election,  at  the  front  of  the  room. 

Mr.  Gesell.  And  he  saw  the  signing  of  the  ballots  at  that  time? 

Mr.  Weiss.  I  cannot  say  definitely  that  he  saw  it  or  not,  but  it  was 
being  done. 

Mr.  Gesell.  No  attempt  to  conceal  it  in  any  way? 

Mr.  Weiss.  No,  sir. 

Mr.  Gesell.  How  did  you  happen  to  start  signing  the  ballots,  Mr. 
Weiss? 

Mr.  Weiss.  Well,  like  every  other  agent,  I  was  pressed  for  business 
at  the  time,  had  to  take  care  of  my  debit,  my  detail  work,  and  many 
other  things.  I  found  myself  short  of  time  in  securing  the  necessary 
number  of  ballots  legitimately,  and  like  the  rest,  I  took  the  easiest  way 
out  and  gave  some  other  agent  my  ballots  to  sign. 

Mr.  Gesell.  Was  that  practice  going  on  in  the  office  at  the  time 
you  came  to  the  company? 

Mr.  Weiss.  Yes,  sir. 

'Mr.  Gesell.  In  the  first  election  you  participated  in,  that  practice 
was  well  under  way? 

Mr.  Weiss.  Yes,  sir. 

Mr.  Gesell.  Can  you  give  us  any  estimate  as  to  how  many  or 
what  percentage  of  the  ballots  were  signed  in  this  unauthorized 
manner? 

Mr.  Weiss.  Well  over  50  percent. 

Senator  King.  You  are  speaking  of  your  own  allotment,  or  for  all 
the  other  allotments? 

Mr.  Weiss.  I  am  speaking  for  my  own  and  other  agents'  in  the 
oflBce. 

Senator  King.  Did  you  know  what  percent  they  had? 

Mr.  Weiss.  I  should  say  about  the  same  percent  as  mine. 

Senator  King.  Did  you  examine  with  a  view  to  determining? 

Mr.  Weiss.  No;  I  didn't. 

Mr.  Gesell.  But  you  did  sign  some  of  the  other  agents'? 

Mr.  Weiss.  Sometimes  as  high  as  10  ballots  per  agent. 

Mr.  Douglas.  Would  the  agents  get  together  in  one  room  at  one 
time  and  do  this  at  one  time? 

Mr.  Weiss.  It  was  done  in  the  agents'  room.  We  sat  a't  desks, 
and  naturally  the  adjoining  agent  would  hand  me  his  ballots  and  I 
would  hand  him  my  ballots  and  an  adjoining  agent  would  take  his 
brother  agent's  ballots  and  sign  the  poHcyholders'  names  to  them. 
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Mr.  Douglas.  That  signing  was  done  contemporaneously?  You 
signed  his  at  the  time  when  he  was  signing  yours? 

Mr.  Weiss.  Yes,  sir. 

Senator  King.  Are  you  a  poHcyholder? 

Mr.  Weiss.  Yes,  sir. 

Senator  King.  You  signed  your  own  ballot? 

Mr.  Weiss.  I  voted  once. 

Senator  King.  Do  any  of  your  family  have  policies?     Did  they  vote? 

Mr.  Weiss.  I  voted  for  them. 

Senator  King.  Did  they  know  of  the  fact  that  they  had  policies? 

Mr.  Weiss.  Yes,  sir. 

Senator  King.  You  explained  that  to  them? 

Mr.  Weiss.  Yes,  sir. 

Senator  King.  Did  you  sell  them  the  policies? 

Mr.  Weiss.  Yes,  sir. 

Senator  King.  You  explained  to  them  what  the  policy  was,  did  you, 
and  about  the  elections? 

Mr.  Weiss.  No;  I  explained  nothing  about  the  election. 

Senator  King.  Did  you  go  to  see  your  relatives? 

Mr.  Weiss.  In  reference  to  what? 

Senator  "King.  In  respect  to  the  election. 

Mr.  Weiss.  No,  I  did  not. 

Senator  King.  You  just  took  it  upon  yourself  to  sign  your  relatives' 
names? 

Mr.  Weiss.  That  is  correct. 

Senator  King.  What  relation  do  they  bear  to  you? 

Mr.  Weiss.  Father-in-law,  mother-in-law,  wife. 

Senator  King.  That's  all. 

Mr.  Gesell.  I  have  no  further  questions. 

The  Vice  Ciuirman.  I  have,  I  think,  one  question.  How  many 
signings  would  you  have  during  the  period  of  an  election?  How  fre- 
quently would  the  agents  get  together  to  interchange 

Mr.  Weiss  (interposing).  Well,  it  might  be  daily.  It  was  done 
daily,  and  usually  at  the  end  of  the  week  when  the  allotted  time  was 
up  for  the  signatures  and  many  agents  had  fallen  short  of  their  allot- 
ment it  was  usually  done  on  Saturday;  that  is,  in  the  1935  election, 
when  we  had  Saturday  morning  meetings,  it  was  done  Saturday 
morning. 

The  Vice  Chairman.  How  m.any  ballots  do  you  handle  on  an  aver- 
age during  an  election? 

Mr.  Weiss.  It  is  hard  for  me  to  say,  because  I  don't  recall  the 
exact  number.     It  would  be  around  50. 

The  Vice  Chairman.  That  is  all. 

Mr.  Gesell.  No  further  questions. 

(The  witness,  Mr.  Weiss,  Avas  excused.) 

Mr.  Gesell.  The  next  witness  is  Mr.  Alexander  Heitzer. 

The  Vice  Chairman.  Do  you  solemnly  swear  that  the  testimony 
you  are  about  to  give  will  be  the  truth,  the  whole  truth  and  nothing 
but  the  truth,  so  help  you  God? 

Mr.  Heitzer.  I  do. 
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TESTIMONY  OF  ALEXANDER  HEITZER,  AGENT,  HARROWGATE 
DISTRICT,  METROPOLITAN  LIFE  INSURANCE  CO.,  PHILADEL- 
PHIA. PA. 

Mr.  Gesell.  "V\1iat  is  your  name? 

Mr.  Heitzer.  Alexander  Heitzer. 

Mr.  Gesell.  How  do  you  spell  it? 

Mr.  Heitzer.  H-e-i-t-z-e-r. 

Mr.  Gesell.  Are  you  employed  by  the  Metropolitan  Life  Insurance 
Co.? 

Mr.  Heitzer.  I  am. 

Mr.  Gesell.  In  what  capacity? 

Mr.  Heitzer.  An  agent. 

Mr.  Gesell.  Out  of  what  office  do  you  work? 

Mr.  Heitzer.  Harrowgate  district,  Philadelphia. 

Mr.  Gesell.  Who  is  your  manager? 

Mr.  Heitzer.  Arthur  A.  Becker. 

Mr.  Gesell.  How  long  have  you  been  in  the  employ  of  the  com- 
pany? 

Mr.  Heitzer.  Since  July  1931. 

Mr.  Gesell.  How  many  elections  have  you  participated  in? 

Mr.  Heitzer.  Three. 

Mr.  Gesell.  Is  the  practice  in  your  office  similar  to  that  practice 
in  the  other  offices  concerning  which  the  previous  agents  have  testified? 

Mr.  Heitzer.  Yes,  sir. 

Mr.  Gesell.  Is  it  the  practice  in  your  office  for  the  agents  to  sign 
the  pohcyholders'  names  to  the  ballots  without  authority? 

Mr.  Heitzer.  Yes,  sir. 

Mr.  Gesell.  Is  that  a  general  practice  in  the  office? 

Mr.  Heitzer.  Yes,  sir. 

Mr.  Gesell.  Have  you  engaged  in  it? 

Mr.  Heitzer.  Yes,  sir. 

Mr.  Gesell.  Is  it  done  openly? 

Mr.  Heitzer.  Yes. 

Mr.  Gesell.  In  front  of  the  assistani;  managers? 

Mr.  Heitzer.  Yes. 

Mr.  Gesell.  How  many  agents  in  your  office? 

Mr.  Heitzer.  At  the  present  time  I  believe  20  or  21. 

Mr.  Gesell.  How  many  of  them  are  engaged  in  this  practice? 

Mr.  Heitzer.  Frankly,  I  couldn't  say  definitely  that  I  know  any 
agent  that  has  ever  been  in  the  district  who  didn't  engage  in  it. 

Mr.  Gesell.  As  far  as  you  know,  all  of  the  agents  have  done  it? 

Mr.  Heitzer.  Yes,  sir. 

Mr.  Gesell.  Have  any  of  the  assistant  managers  who  are  present 
assistant  managers  been  agents  with  you? 

Mr.  Heitzer.  No. 

Mr.  Gesell.  Have  they  been  agents  previously? 

Mr.  Heitzer.  Yes,  sir. 

Mr.  Gesell.  What  percentage  would  you  say  of  the  ballots  signed 
in  youT  district  are  signed  in  this  unauthorized  manner? 

Mr.  Heitzer.  Well,  I  think,  a  safe  estimate  would  be  about  90 
percent. 

Mr.  Gesell.  Do  the  assistant  managers  talk  about  it  to  the  men? 

T\Ir.  Heitzer.  No;  they  don't- 
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Mr.  Gesell.  But  they  are  present  when  the  signing  takes  place? 
Mr,  Heitzer.  Yes;  they  are. 

Mr.  Gesell.  Has  the  manager  ever  been  present? 
Mr.  Heitzer.  I  don't  think  so. 

Mr.  Gesell.  Was  that  practice  in  effect  when  you  came  to  work 
in  1931? 

Mr.  Heitzer.  Yes,  sir. 
Mr.  Gesell.  How  did  you  happen  to  start? 

Mr.  Heitzer.  Well,  my  experience  was  probably  the  same  as  you 
have  already  heard.  I  met  resistance  on  the  part  of  the  policyholders 
when  I  asked  them  to  'sign.  Since  we  got  such  a  small  number  of 
ballots,  most  of  the  people  you  approached  didn't  know  elections  were 
held;  it  took  a  lot  of  time  and  a  great  deal  of  difficulty,  if  you  did  want 
to  explain  the  ballot  honestly,  which  I  did  in  1937,  at  which  time  I 
completed  all  of  my  ballots  legitimately.  You  met  with  a  great  deal 
of  resistance  on  the  part  of  the  policyholders.  If  they  examined  the 
people  they  either  didn't  know  them,  or  if  they  did  know  one  or  two, 
they  didn't  feel  they  wanted  to  vote  for  them. 

Mr.  Gesell.  I  have  no  further  questions. 

Senator  King.  Was  the  resistance  because  of  the  fact  they  didn't 
understand  the  policy  or  the  mechanics  of  elections?  What  do  you 
mean? 

Mr.  Heitzer.  They  hesitated  to  sign.  They  either  didn't  want  to 
sign  the  ballot  because  they  didn't  feel  they  were  fully  acquainted 
with  the  practice,  or  if  they  did  really  attempt  to  understand  the 
mechanics  of  elections  and  examine  the  names  on  the  ballots,  they 
either  didn't  want  to  because  they  didn't  Imow  the  people  or  in  some 
cases  because  they  did  know  some  of  the  people. 

Senator  King.  As  I  understood  you,  it  was  the  first  election  where 
you  got  your  number  legitimately. 

Mr.  Heitzer.    No,  sir;  the  last. 

Senator  King.  You  got  those  you  contacted  signed? 

Mr.  Heitzer.  Every  one. 

Senator  King.  How  many  did  you  have? 

Mr.  Heitzer.  About  40. 

Senator  King.  So  you  got  40  names  legitimately? 

Mr.  Heitzer.  Yes,  sir. 

Senator  King.  Are  you  a  policyholder? 

Mr.  Heitzer.  Yes,  sir. 

Senator  King.  You  signed? 

Mr.  Heitzer.  I  did. 

Senator  King.  You  voted  the  tickets? 

Mr.  Heitzer.  Yes,  sir. 

Dr.  LuBiN.  Mr.  Heitzer,  were  y^ou  ever  warned  by  an  assistant 
manager  against  indulging  in  this  practice? 

Mr.  Heitzer.  No,  sir. 

Dr.  LuBiN.  Do  you  loiow  of  anybody  who  was  ever  warned  against 
this  practice? 

Mr.  Heitzer.  No,  sir;  I  do  not. 

Dr.  LuBiN.  Do  you  or  any  of  the  other  agents  feel  there  was  any- 
thing fundamentally  wrong  with  the  practice? 

Mr.  Heitzer.  No;  not  at  all. 

Dr.  LuBiN.  Was  it  due  to  the  fact  that  there  was  no  financial 
obUgation,  no  money  involved? 
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Mr.  Heitzer.  We  felt  the  election  wasn't  important,  the  people 
either  voted  for  the  name  on  the  ballots  or  they  didn't  vote  at  all. 
We  didn't  feel  we  were  depriving  the  poUcyholders  of  any  special 
privilege.     I  know  my  conscience  didn't  bother  me. 

Mr.  Gesell.  No  further  questions. 

The  next  witness  is  Mr.  Dorfman. 

Senator  King.  Mr.  Chairman,  the  Senate  meets  at  12  o'clock  and 
I  am  compelled  to  leave. 

The  Vice  Chairman.  Do  you  solemnly  swear  that  the  testimony 
you  are  about  to  give  shall  be  the  truth,  the  whole  truth  and  nothing 
but  the  truth,  so  help  3^ou  God? 

Mr.  Dorfman.  I  do. 

TESTIMONY    OF    JACOB    DORFMAN,     AGENT,     LOGAN    OFFICE, 
METROPOLITAN  LIFE  INSURANCE  CO.,  PHILADELPHIA,  PA. 

Mr.  Gesell.  What  is  your  full  name,  sir? 

Mr.  Dorfman.  Jacob  Dorfman.     D-o-r-f-m-a-n. 

Mr.  Gesell.  Are  you  employed  as  an  agent  by  the  Metropolitan? 

Mr.  Dorfman.  Yes,  sir. 

Mr.  Gesell.  How  long  have  you  been  employed? 

Mr.  Dorfman.  9  years,  9  months,  and  3  days. 

Mr.  Gesell.  You  were  ready  for  that. 

Mr.  Dorfman.  Yes,  sir;  May  6,  1929. 

Mr.  Gesell.  Out  of  what  office  do  you  work? 

Mr.  Dorfman.  Logan,  Philadelphia. 

Mr.  Gesell.  That  is  the  same  office  concerning  which  the  other 
witness  has  previously  testified? 

Mr.  Dorfman.  Yes,  sir. 

Mr.  Gesell.  Do  you  confirm  his  statement  about  the  practice  in 
that  office? 

Mr.  Dorfman.  Yes,  sir. 

Mr.  Gesell.  Is  it  the  practice  in  the  office  for  the  agents  to  sign 
the  policyholders'  names  to  the  ballots  for  other  agents  without  the 
authority  of  the  policyholders? 

Mr.  Dorfman.  Yes,  sir. 

Mr.  Gesell.  How  long  has  that  practice  been  in  existence  in. the 
office? 

Mr.  Dorfman.  Well,  since  I  have  been  there. 

Mr.  Gesell.  You  came  when? 

Mr.  Dorfman.  In  1929. 

Mr.  Gesell.  And  it  has  been  used  in  every  election  since  that  time? 

Mr.  Dorfman.  Yes,  sir. 

Mr.  Gesell.  Do  all  of  the  agents  engage  in  it? 

Mr.  Dorfman.  Most  of  them,  to  my  knowledge. 

Mr.  Gesell.  The  great  majority  of  them? 

Mr.  Dorfman.  Yes,  sir. 

Mr.  Gesell.  How  many  agents  are  there? 

Mr.  Dorfman.  Forty-nine. 

Mr.  Gesell.  Is  it  done  openly? 

Mr.  Dorfman.  Yes,  sir. 

Mr.  Gesell.  In  the  offices  of  the  company? 

Mr.  Dorfman.  In  the  office. 

Mr.  Gesell.  In  the  presence  of  the  office  assistant  managers? 
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Mr.  DoRFMAN.  Yes,  sir;  the  assistant  managers  are  present  in  the 
office. 

Mr.  Gesell.  Do  they  help  in  the  signing? 
,  Mr.  DoRFMAN.  No,  sir. 

Mr.  Gesell.  But  they  are  present  and  can  see  it? 

Mr.  DoRFMAN.  They  can  see  it. 

Mr.  Gesell.  What  percentage  of  the  ballots  would  you  say  in. 
your  office,  in,  say,  the  1937  election,  had  been  signed  in  this  manner? 

Mr.  DoRFMAN.  Do  you  mean  as  far  as  any  ballots  are  concerned? 

Mr.  Gesell.  First  of  all,  how  many  of  yours? 

Mr.  DoRFMAN.  More  than  half  of  them. 

Mr.  Gesell.  Would  you  say  that  was  generally  true  with  respect 
to  all  of  the  agents? 

Mr.  DoRFMAN.  I  couldn't  say  that  about  the  other  agents.  It 
depends  on  the  debit  the  agent  controls. 

Mr.  Gesell.  You  mean  if  he  has  a  debit  where  he  can  get  signatures^ 
he  doesn't  have  to  have  so  many  phoney  signatures? 

Mr.  DoRFMAN.  Correct. 

Mr.  Gesell.  What  kind  of  debit  do  you  have? 

Mr.  DoRFMAN.  It  consists  of  about  80  percent  Jews. 

Mr.  Gesell.  Are  children  on  your  debit  who  are  poUcyholders? 

Mr.  DoRFMAN.  Yes,  sir. 

Mr.  Gesell.  Have  you  any  people  who  don't  understand  the 
English  language  on  your  debit? 

Mr.  DoRFMAN.  Very  few. 

Mr.  Gesell.  You  have  some? 

Mr.  DoRFMAN.  Some. 

Mr.  Gesell.  Some  of  these  ballots  which  the  agents  signed  in  your 
office  are  signed  with  crosses? 

Mr.  DoRFMAN.  Some  of  them. 

Mr.  Gesell.  I  have  no  further  questions. 

The  Vice  Chairman.  That  is  all.  When  I  say  that  is  all,  that  just 
means  me. 

Representative  Reece.  Did  you  also  feel,  when  you  were  signing 
these  names',  names  of  the  pohcyholders  to  the  ballots,  that  it  was  a 
matter  of  unimportance,  since  the  question  of  their  voting  didn't 
deprive  them  of  any  benefits  or  rights  in  any  way,  and  therefore,  being 
a  matter  of  inconsequence,  j^ou  just  signed  their  names  to  it? 

Mr.  DoRFMAN.  The  reason  those  ballots  were  signed  by  ^ther 
agents  was  because  some  of  the  pohcyholders  were  rather  reluctant  to 
sign  them,  and  I  couldn't  persuade  them  to  sign  them.  They  were 
indifferent  to  signing  those  ballots. 

Representative  Reece.  Then  why  did  you  sign  their  names  instead 
of  just  letting  it  go;  letting  the  matter  go? 

Mr.  DoRFMAN.  Those  ballots  were  handed  out  to  us  and  they  had 
to  be  returned  ^^^thin  a  certain  time,  signed.  The  first  time  when  I 
told  the  clerk  I  couldn't  get  the  signatures  they  told  me  they  had  to 
be  signed,  and  one  of  the  agents  in  our  office  volunteered  to  sign 
them  for  me.     Ldid  not  volunteer. 

Mr.  Gesell.  Did  you  feel  you  were  under  pressure  to  have  them 
signed,  and  get  them  in? 

Mr.  DoRFMAN.  I  personally  wasn't  under  any  pressure.  It  was  a 
common  practice,  as  long  as  the  man  volunteered,  and  he  told  me  it 
was  done  by  other  agents,  I  just  let  him  do  it. 
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Mr.  Douglas.  You  were  following  the  custom  of  the  office? 

Mr.  DoRFMAN.  No,  sir. 

The  Vice  Chairman.  There  is  no  opposition  ticket  in  the  field, 
and  these  people  objected  to  signing  something  they  didn't  fully 
understand. 

Mr.  DoRFMAN.  The  people  didn't  want  to  sign  the  ballots  because 
they  didn't  care 

The  Vice  Chairman  (interposing).  They  just  didn't  understand 
it,  did  they? 

Mr.  DoRFMAN.  I  explained  that.  They  didn't  care  whether  those 
men  were  elected  as  directors  or  not.    It  was  immaterial  to  them. 

The  Vice  Chairman.  And  no  opposition  ticket  in  the  field. 

Mr.  DoRFMAN.  No,  sir. 

Mr.  Frank.  You  knew  the  slate  would  be  elected  whether  any 
ballots  were  cast  or  not? 

Mr.  DoRFMAN.  Yes,  sir. 

Mr.  Frank.  Then  why  do  you  tliink  it  was  important  to  obtain 
signatures  on  the  ballots? 

Mr.  DoRFMAN.  Because  those  were  the  instructions,  that  they  had 
to  be  signed. 

The  Vice  Chairman.  Any  further  questions.    That  is  all. 

Mr.  Gesell.  The  next  witness  is  Mr.  Nathan  Bampe. 

The  Chairman.  Do  you  solemnly  swear  the  testimony  you  are 
about  to  give  shall  be  the  truth,  the  whole  truth  and  nothing  but  the 
truth,  so  help  you  God? 

Mr.  Bampe.  I  do. 

TESTIMONY   OF   NATHAN   BAMPE,    AGENT,    NEWARK   DISTRICT, 
METROPOLITAN  LIFE  INSURANCE  CO.,  NEWARK,  N.  J. 

Mr.  Gesell.  What  is  your  full  name? 

Mr.  Bampe.  Nathan  Bampe. 

Mr.  Gesell.  How  do  you  spell  the  last  name? 

Mr.  Bampe.  B-a-m-p-e. 

Mr.  Gesell.  Are  you  employed  as  an  agent  by  the  MetropoUtan? 

Mr.  Bampe.  I  am. 

Mr.  Gesell.  Out  of  what  office  do  you  work? 

Mr.  Bampe.  Newark,  N.  J.,  district,  Newark. 

Mr.  Gesell.  What  is  the  nam.e  of  your  manager? 

Mr.  Bampe.  Mr.  James  B.  Duff. 

Mr.  Gesell.  How  long  have  you  been  in  the  employ  of  the  com- 
pany? 

Mr.  Bampe.  Since  October  29,  1929. 

Mr.  Gesell.  Is  the  practice  in  your  office  the  same  as  in  other 
offices  concerning  which  we  have  had  testimony? 

Mr.  Bampe.  Well,  similar. 

Mr.  Gesell.  What  do  you  mean,  "similar"? 

Mr.  Bampe.  Along  the  lines  that  the  men  would  be  given  a  certain 
number  of  ballots  and  they  were  to  get  the  signatures  of  policyholders. 
Wlien  these  ballots  were  handed  to  the  men  the  men  were  given  a  cer- 
tain amount  of  time  to  deliver  them  back  to  the  office  signed.  I 
would  go  out  in  the  field  and  try  to  get  signatures  of  intelligent  people 
that  I  knew  that  were  interested  in  the  policy  and  told  them  that  an 
election  was  taking  place  and  that  they  were  entitled  to  vote  for  direc- 
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tors  of  the  company.  The  intelligent  people  that  were  interested 
would  sign  or  some  refused.  If  I  had  a  number  of  ballots  signed  I 
turned  them  in  completed  as  required.  If  there  was  a  certain  number 
left  over  and  I  couldn't  get  the  signatures — some  people  refused  to 
sign,  they  weren't  interested  in  the  election — then  I  would  come  back 
to  the  office  and  tell  them  that  was  all  I  had,  and  you  have  to  turn  in 
the  amount  allotted  to  you,  and  when  we  would  get  together  on  the 
last  day  when  the  accounts  go  in  we  would  get  together  and  we  would 
see  a  rumbling  around,  every  man  would  turn  ballots  over  to  one  an- 
other and  merely  get  them  signed  in  that  respect. 

Mr.  Gesell.  That  was  to  get  signatures  on  those  that  the  agents 
hadn't  been  successful  in  getting  the  policyholders  themselves  to  sign? 

Mr.  Bampe.  That  is  right. 

Mr.  Geseul.  Was  this  a  general  practice  in  the  office? 

Mr.  Bampe.  I  believe  so. 

Mr.  Gesell.  How  many  agents  are  there  in  your  particular  office? 

Mr.  Bampe.  At  the  present  time  24. 

Mr.  Gesell.  Was  the  signing  done  in  the  presence  of  the  assistant 
managers? 

Mr.  Bampe.  Well,  whether  they  were  there  or  not  it  was  generally 
done  open  in  the  agents'  room. 

Mr.  Gesell.  There  was  no  secrecy  about  it? 

Mr.  Bampe.  No,  sir. 

Mr.  Gesell.  Was  this  practice  going  on  when  you  first  came  with 
the  company  many  years  ago? 

Mr.  Bampe.  When  I  joined  the  company  it  was  in  October  1929.  I 
did  not  laiow  anything  about  it,  and  the  first  election  I  took  part  in  was 
in  1931.  By  that  time  ballots  came  down — I  didn't  know  anything 
about  it  at  first;  when  they  were' given  to  me  I  just  went  out  in  the 
field  to  try  to  get  as  many  signatures  as  I  possibly  could,  and  very  often 
I  got  some.  I  think  in  one  election,  or  two  I  would  say,  I  got  a  com- 
plete allotment  signed  by  policyholders. 

Mr.  Gesell,  But  it  was  the  election  during  '31  that  you  saw  this 
other  practice  being  engaged  in? 

Mr.  Bampe.  This  practice  was  going  on;  one  man  would  turn  a  cer- 
tain amount  of  ballots  over  to  another,  and  it  was  scrabbled  down, 
written  down,  scrabbled  anyway  you  want,  and  turned  in. 

Mr.  Gesell.  Can  you  give  us  any  estimate  as  to  the  percentage  of. 
ballots  cast,  say  in  the  1937  election  in  your  office,  which  were  signed 
in  this  unauthorized  manner? 

Mr.  Bampe.  I  could  not  give  you  an  honest  estimate  because  I 
would  not  know  how  many  were  signed  by  agents. 

Mr.  Gesell.  You  just  know  about  your  own. 

Mr.  Bampe.  Well,  my  own,  I  probably  would  have  a  few  and  I 
might  not,  I  can't  remember  now  what  happened  then. 

Mr.  Gesell.  I  have  no  further  questions. 

The  Vice  Chairman.  Any  questions,  gentlemen? 

(The  witness,  Mr.  Bampe,  was  excused.) 

Mr.  Gesell.  The  next  witness  is  Mr.  Meyer  Glickman. 

The  Vice  Chairman.  Do  you  solemnly  swear  that  the  testimony 
you  are  about  to  give  will  be  the  truth,  the  whole  truth,  and  nothing 
but  the  truth,  so  help  you  God? 

Mr.  Glickman.  I  do. 
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TESTIMONY  OF  MEYER  GLICKMAN,  AQENT,  HARROWGATE 
OFFICE,  METROPOLITAN  LIFE  INSURANCE  CO.,  PHILADELPHIA, 
PA. 

Mr.  GfiSELL.  What  is  your  name? 

Mr.  Glickman.  Meyer  GlickmaD. 

Mr.  Gesell.  Are  you  an  agent  employed  by  the  Metropolitan? 

Mr.  Glickman.  Yes,  sir. 

Mr.  Gesell.  How  long  have  you  been  in  its  employ? 

Mr.  Glickman.  Since  December  19,  1933. 

Mr.  Gesell.  Out  of  what  office  do  you  work? 

Mr.  Glickman.  Harrow  Gate,  Philadelphia. 

Mr.  Gesell.  Is  the  practice  in  that  office  the  same  as  the  previous 
testimony  has  indicated  with  respect  to  the  signing  of  ballots? 

Mr.  Glickman.  Yes,  sir. 

}^.  Gesell.  Agents  exchange  ballots  back  and  forth  among  them- 
selves and  sign  the  policyholders'  names  to  them  without  authority? 

Mr.  Glickman.  That  is  correct. 

Mr.  Gesell.  Is  that  practice  generally  engaged  in  in  your  office? 

Mr.  Glickman.  I  know  it  has  been  up  until  the  last  year,  until 
1937. 

Mr.  Gesell.  It  was  not  engaged  in  in  1937?     - 

Mr.  Glickman.  Oh,  yes;  but  I  don't  mean  to  the  extent  that  it 
was  in  1935. 

Mr.  Gesell.  In  every  election  it  has  been  engaged  in? 

Mr.  Glickman.  Oh,  yes. 

The  Vice  Chairman.  What  happened  in  1937  that  made,  it  dif- 
ferent from  '35?      . 

Mr.  Glickman.  Well,  I  don't  know,  I  think  in  1937 — I  4iave  al- 
ways been  a  bug  on  detail  work  and  doing  my  work  correctly  and  I 
just  felt  I  didn't  want  to  do  it  any  more,  I  didn't  think  it  was  proper, 
and  in  1937  I  went  out  and  had  the  people  sign  them. 

The  Vice  Chairman.  Did  the  other  agents  in  the  office  do  the  same 
thing  to  your  knowledge? 

Mr.  Glickman.  I  couldn't  testify  for  others.  I  admit  that  although 
I  had  all  of  mine  signed  in  1937  I  helped  other  agents  sign  theirs. 

The  Vice  Chairman.  In  1937? 

Mr.  Glickman.  Yes;  they  had  to  have  them  in. 

Mr.  Gesell.  They  had  to  have  them  in? 

Mr.  Glickman.  Yes,  sure. 

Mr.  Gesell.  What  do  you  mean  by  that? 

Mr.  Glickman.  They  couldn't  get  their  pay  if  they  didn't  get  them 
in. 

Mr.  Gesell.  That  is  very  interesting.     Will  you  tell  us-about  that? 

Mr.  Glickman.  Well,  it  is  a  system,  you  know,  where  certain 
things  have  to  be  done  before  you  can  get  your  pay,  you  have  to  have 
your  detail  work  done,  you  have  to  have  certain  forms  done,  3,355 
done,  you  had  to  have  your  Ufe  register  and  lapse  register,  and  of 
course  when  those  ballots  are  given  you  you  must  turn  them  in ;  if  you 
don't  turn  the  detail  work  in  you  just  don't  get  an  O.  K.  slip  from  your 
assistant  manager  to  get  paid. 

Mr.  Douglas.  Have  you  had  the  experience  of  not  getting  an 
O.  K.  slip? 
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Mr.  Glickman.  Oh,  yes;  I  went  home  without  my  pay  one  Satur- 
day. 

Mr.  Douglas.  For  what  particular  reason? 

Mr.  Glickman.  There  was  so  much  work  to  do  that  Saturday 
morning  and  I  was  doing  my  best  to  do  it,  and  then  I  just  felt  ill 
and  like  sitting  back  and  taking  it  easy  and  I  felt  I  would  complete 
the  rest  of  the  detail  work  Monday  morning,  and  my  assistant 
manager  told  me  I  had  to  get  it  in.     I  said,  "I  don't  feel  up  to  it." 

He  said,  "You've  got  to  get  it  in  or  you  don't  get  an  O.  K.  shp." 

I  said,  "You  can't  hold  my  pay." 

He  said,  "What  do  you  mean?" 

I  said,  "You  can't  hold  my  pay.  I'm  going  to  the  cashier  and  take 
my  pay  right  now  and  go  home.  I  don't  want  to  sit  here  any  more." 
I  took  my  books  together,  walked  over  to  the  cashier,  I  demanded  my 
pay.     She  said,  "WTbere's  your  slip?" 

I  said,  "I  don't  have  a  slip."  I  said,  "I  want  my  pay  just  the  same, 
I  want  to  go  home." 

She  said,  "You  can't  have  it." 

I  said,  "All  right." 

Just  then  the  manager  was  right  in  back  of  the  cashier,  and  without 
any  further  remarks  she  said,  "You  can't  have  it."  I  didn't  question 
her.  I  took  my  bag,  my  books  under  my  arm,  got  out  of  the  office 
and  went  home.  I  laid  down  on  the  couch;  I  guess  I  must  have  been 
there  about  an  hour  or  an  hour  and  a  half  or  so  when  my  assistant 
manager  and  another  agent  rang  my  doorbell,  came  in  and  brought  me 
my  pay.     I  said,  "You  didn't  have  to  do  that." 

The  assistant  nianager  said,  "Well,  you  shouldn't  have  run  out 
that  wa>.     Here's  your  pay." 

I  said,  "Well,  I  couldn't  stand  it  any  more,  I  wasn't  up  to  it." 

They  gave  me  my  pay  that  Saturday  afternoon. 

Mr.  Douglas.  Would  the  pay  be  held  up  if  the  ballots  were  not  in 
on  time? 

Mr.  Glickman.  Oh,  yes;  you  couldn't  get  any  if  you  didn't  attend 
to  detail.     You  had  to. 

Mr.  Douglas.  Do  you  know  that  to  be  a  fact? 

Mr.  Glickman.  Definitely;  they  would  even  take  you  away  from 
your  breakfast  if  you  didn't  do  your  detail  work,  and  pull  you  upstairs. 
[Laughter.]  It's  not  funny;  it  just  happened  to  me  last  week,  gentle- 
men. I  forgot  to  make  out  my  lapses  on  Tuesday  morning  and 
went  down  and  had  my  breakfast  and  there  was  maybe  100  people 
there  and  my  assistant  manager  walked  down  and  said,  "Come  up 
immediately." 

I  said,  "What  for,  Bob?" 

He  said,  "You  didn't  turn  your  lapses  in  yet." 

I  said,  "I  will  then,  in  5  minutes  I'll  be  through." 

He  said,  "You're  coming  right  away." 

I  said,  "I'm  not." 

He  said,  "You're  coming  right  away!  The  manager  can't  wait,  he 
wants  them." 

I  said,  "I'm  not."  I  said,  "There's  people  here,  you're  making  me 
feel  bad."  I  said,  "Go  'way  from  me,  let  me  finish  my  breakfast," 
vrith.  the  place  full. 

He  said,  "You  must  come  up."     I  came. 

Mr.  Douglas.  Did  you  go  up? 
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Mr.  Glickman.  I  came.  I  finished  my  coffee  first,  but  I  came. 
Of  course  I  did.  It  was  part  of  my  work,  I  had  so  much  to  do  on 
Tuesday  morning,  I  did  it.  It  was  just  one  of  those  things  I  forgot, 
but  of  course  I  had  to  come  back  regardless,  that's  part  of  my  work, 
I  am  paid  for  that. 

Mr.  Gesell.  And  it  is  understood  in  the  oflBce  that  at  the  time  of 
elections  one  of  the  details  which  a  man  must  complete  to  get  his  pay 
is  the  detail  of  turning  in  all  of  his  ballots  signed? 

Mr.  Glickman.  Yes;  surely. 

Mr.  Gesell.  No  further  questions. 

The  Vice  Chairman.  Did  you  ever  get  your  pay  held  up  on  account 
of  not  turning  in  your  ballots? 

Mr.  Glickman.  Well,  the  practice  was  this,  if 

The  Vice  Chairman  (interposing).  That  is  not  what  I  asked  you.- 
I  asked  you  if  you  ever  had  your  pay  held  up  by  reason  of  not  turning 
in  your  ballots. 

Mr.  Glickman.  No. 

Mr.  Douglas.  You  turned  them  all  in. 

Mr.  Glickman.  Yes,  sir. 

The  Vice  Chairman.  Do  you  know  of  any  other  agents  who  had 
their  pay  held  up  because  they  didn't  turn  their  ballots  in?  I  suppose 
they  weren't  put  to  the  test  on  that,  were  they? 

Mr.  Glickman.  No;  all  agents  did  that;  they -got  their  work  done, 
some  way  or  other. 

The  Vice  Chairman.  Helping  each  other  out,  cooperative  attitude 
toward  each  other. 

Mr.  Glickman.  That's  right.  We  understood  our  problems,  we 
reahzed  we  could  do  nothing  about  it  and  we  just  had  to  do  as  the 
custom  was. 

Mr.  Douglas.  Perhaps  you  .have  answered  this;  if  so,  I  missed  it. 
What  would  be  your  estimate  of  the  percentage  of  ballots  from  ydiy 
ofTice  that  were  forged  in  these  various  elections? 

Mr.  Glickman.  A  large  amount. 

Mr.  Douglas.  Over  50  percent? 

Mr.  Glickman.  Oh,  yes. 

Mr.  Gesell.  No  further  questions. 

(The  witness,  Mr.  Glickman,  was  excused.) 

Mr.  Gesell.  The  next  witness  is  Mr.  Samuel  Goldberg. 

The  Vice  Chairman.  Do  you  solemnly  swear  the  testimony  you 
are  about  to  give  is  the  truth,  the  whole  truth  and  nothing  but  the 
truth,  so  help  you  God? 

Mr.  Goldberg.  I  do. 

TESTIMONY  OF  SAMUEL  GOLDBERG,  AGENT,  PATERSON  DISTRICT, 
METROPOLITAN  LIFE  INSURANCE  CO.,  PATERSON,  N.  J. 

Mr.  Gesell.  What  is  your  name? 

Mr.  Goldberg.  Samuel  Goldberg. 

Mr.  Gesell.  Are  you  an  agent  employed -by  the  Metropolitan? 

Mr.  Goldberg.  That  is  right. 

Mr.  Gesell.  How  long  have  you  been  employed  there? 

Mr.  Goldberg.  I  have  been  there  since  February  1932. 

Mr.  Gesell.  Out  of  what  office  do  you  work? 

Mr.  Goldberg.  Paterson  district,  Paterson,  N.  0. 
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Mr.  Gesell.  Is  the  practice  in  your  office  similar  to  the  practice 
in  other  offices? 

Mr.  Goldberg.  It  is. 

Mr.  Gesell.  Do  the  agents  exchange  the  ballots  among  themselves 
and  sign  the  policyholders'  names  without  authority? 

Mr.  Goldberg.  That  is  right. 

Mr.  Gesell.  Has  that  practice  been  going  on  as  a  general  practice 
in  your  office  ever  since  you  have  been  there? 

Mr.  Goldberg.  Ever  since  I  have  been  there. 

Mr.  Gesell.  How  many  agents  are  there  in  the  office? 

Mr.  Goldberg.  About  50  agents  in  the  office. 

Mr.  Gesell.  Have  you  engaged  in  the  practice  yourself? 

Mr.  Goldberg.  I  have. 

Mr.  Gesell.  Is  it  done  openly?  ^ 

Mr.  Goldberg.  It  is  done  quite  openly;  it  is  done  right  in  the 
office  where  everybody  can  see  it.  The  ballots  are  exchanged.  There 
is  a  scurrying  around,  generally,  particularly  at  the  last  moment. 
One  agent  hands  the  other  ones  his  and  shifts  his  ballots  over  to  his 
desk  and  has  them  signed. 

Mr.  Gesell.  Is  that  done  in  the  presence  of  the  assistant  managers? 

Mr.  Goldberg.  The  assistant  managers  are  most  always  there. 

Mr.  Gesell.  They  are  most  always  there.  How  many  assistant 
managers  are  there  in  your  office? 

Mr.  Goldberg.  There  are  six  assistant  managers. 

Mr.  Gesell.  Have  some  of  those  assistant  managers  been  agents 
with  you  before  they  became  assistant  managers? 

Mr.  Goldberg.  Yes. 

Mr.  Gesell.  Have  you  seen  some  of  those  assistant  managers 
engage  in  this  practice  themselves  while  they  were  agents? 

Mr.  Goldberg.  Why,  I  can't  say  whether  I  have  noticed  those 
particular  ones. 

Mr.  Gesell.  But  they  were  agents  during  the  time  the  practice 
was  being  engaged  in. 

Mr.  Goldberg.  That  is  right. 

Mr.  Gesell.  What  percentage  would  you  say  of  the  total  ballots 
cast  in  any  election  are  signed  in  this  unauthorized  manner? 

Mr.  Goldberg.  Why,  I  would  say  about  40  percent. 

Mr.  Gesell.  About  40  percent.  Is  that  true  with  respect  to  your 
own? 

Mr.  Goldberg.  Yes. 

Mr.  Gesell.  They  are  all  turned  in  to  the  manager  after  they  are 
signed?  " 

Mr.  Goldberg.  That  is  right. 

Mr.  Gesell.  Did  the  manager  ever  see  it? 

Mr.  Goldberg.  Not  that  I  know  of. 

Mr.  Gesell.  No  further  questions. 

Mr.  Douglas.  This  was  a  general  practice  in  your  office  during 
the  time  that  you  were  there? 

Mr.  Goldberg.  It  was. 

Mr.  Douglas.  And  in  so  signing  ballots  you  were  not  going  con- 
trary to  the  common  practice  in  the  office? 

Mr.  Goldberg.  That  is  right. 

Mr.  Douglas.  That  was  the  common  practice? 

Mr.  Goldberg.  That  was  the  common  practice  in  the  office. 
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The  Vice  Chairman.  Any  questions,  gentlemen? 

Dr.  LuBiN.  Mr  Goldberg,  have  you  ever  been  warned  by  tlie 
assistant  manager  not  to  indulge  in  this  practice? 

Mr.  Goldberg.  No;  I  have  not. 

Dr.  LuBiN.  Do  you  know  of  any  agents  who  have  been? 

Mr.  Goldberg.  I  never  heard  of  any  agents  being  warned,  repri- 
manded in  any  way. 

Mr.  Douglas.  Did  you  feel  that  you  had  to  have  the  ballots  in 
on  time  to  get  your  O.  K.  slip  for  the  cashier? 

Mr.  Goldberg.  Well,  we  haven't  had  that  arrangement  in  our 
office  that  I  know  of.  Our  pay  wasn't  held  up  particularly  for  that 
or  anything  else,  but  we  did  have  to  get  them  in  in  a  certain  particular 
time.  Generally  it  was  at  the  last  moment  that  most  of  the  ballots 
went  in,  and  of  course  they  went  in  with  the  signatures  right  there  in 
the  office. 

The  Vice  Chairman.  That  is  all. 

(The  witness,  Mr.  Samuel  Goldberg,  was  excused.) 

The  Vice  Chairman.  Are  you  reacly  to  proceed  with  another 
witness? 

Mr.  Gesell.  Yes;  I  am. 

Mr.  Douglas.  Mr.  Chairman,  I  think  this  might  be  a  convenient 
stopping  point  for  recess.  We  have  some  more  agents  to  testify  along  • 
the  same  line.  I  do  not  know  how  much  of  this  Imid  of  testimony  the 
committee  would  be  interested  in  hearing.  I  do  not  know  how  much 
testimony  of  this  nature  will  be  necessary  to  convince  the  committee 
that  this  was  a  common  practice  in  the  Metropolitan  Life  Insurance 
Co.  I  think  it  will  not  be  an  exaggeration,  Mr.  Chairnnan,  for  me  to 
say  that  we  could  go  on  with  additional  agents'  testimony  of  the  same 
character  that  we  have  presented  to  date  for  a  substantial  period  of 
time.  Those  are  matters  that  the  committee  might  want  to  discuss 
in  executive  session,  and  that  is  why  I  think  that  this  might  by  a  con- 
venient place  to  stop  f^r  recess. 

The  Vice  Chairman.  I  wonder  if  we  may  inquire  how  long  a 
period  the  testimony  which  you  are  prepared  to  present  today  will 
probably  occupy. 

Mr.  Gesell.  I  should  imagine  about  an  hour  and  a  half  more 
today,  if  the  committee  wishes  to  hear  it. 

The  Vice  Chairman.  I  believe  without  consulting  with  my  col- 
leagues that  we  can  take  that  much  time  probably  from  our  other 
duties.     Would  you  say  then  that  we  convene  at  2  or  at  2:30. 

Mr.  Gesell.  Either  time. 

The  Vice  Chairman.  Two  o'clock.  If  there  is  no  objection  the 
committee  will  stand  adjourned  until  2  o'clock 

(Whereupon  at  12:05  p.  m.,  a  recess  was  taken  until  2  p.  m.  of  the 
same  day.) 

AFTERNOON    SESSION 

(Whereupon  the  hearing  was  resumed  at  3:15  p.  m.,  upon  the  expira- 
tion of  the  recess.) 

The  Vice  Chairman.  The  committee  will  please  come  to  order. 

The  Chair  wants  to  make  one  or  two  announcements.  First,  the 
witnesses  who  have  already  testified,  I  understand  by  agreement,  are 
dismissed.     They  will  not  be  further  desired.     I  think  that  is  correct. 
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Second,  there  is  an  effort  being  made  to  agree  upon  a  stipulation 
which  will  shorten  this  particular  branch  of  the  examination.  In 
order  to  give  the  persons  interested  and  who  are  engaged  in  that 
effort  full  opportunity,  we  are  adjourning  the  committee  until  10 
o'clock  tomorrow  morning.  All  witnesses  who  have  not  testified 
will  be  in  attendance  in  the  morning. 

Senator  King.  Unless  they  are  excused  by  their  respective  parties. 
They  may  excuse  some  of  them. 

The  Vice  Chairman.  Senator  King  has  suggested  that  unless  they 
are  excused  by  the  persons  who  have  subpenaed  them,  and  I  believe 
that  would  be  true.  I  think  you  may  consider  that  added  to  the 
statement. 

I  am  very  sorry  to  have  disappointed, you  all. 

(Whereupon,  at  3:20  p.  m.,  a  recess  was  taken  until  Friday,  February 
10,  1939,  at  10  a.  m.) 
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FRIDAY,  FEBRUARY  10,  1939 

United  States  Senate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C. 

The  committee  met-ftt'10:50  a.  m.,  pursuant  to  adjournment  on 
Thursday,  February  9,  1939,  in  the  Caucus  Room,  Senate  Office  Build- 
ing, Representative  Hatton  W.  Sumners,  presiding. 

Present:  Senator  King;  Representatives  Sumners  (the  vice  chair- 
man), and  Williams;  and  Messrs.  Henderson,  Douglas,  Ferguson, 
Patterson,  Lubin,  Joseph  J.  O'Connell  (successor  to  Herman  Ohphant), 
Peoples,  Berge,  Frank,  and  Hinrichs. 

Present  also:  Gerhard  Gesell,  Special  Counsel,  Securities  and  Ex-, 
change  Commission. 

The  Vice  Chairman.  The  committee  will  be  in  order.  The  Chair 
would  like  first  to  announce  the  presence  of  Mr.  Joseph  O'Connell, 
special  assistant  to  the  General  Counsel  of  the  Treasury  Deparment, 
who  will  represent  the  Treasury  Department  instead  of  our  former 
colleague,  Mr.  Oliphant,  whose  untimely  death  robbed  our  group  of  a 
very  valuable  member.  A  proper  resolution  has  already  been  adopted 
by  the  committee  with  reference  to  the  decease  of  our  friend. 

I  am  also  glad  to  announce  to  my  colleagues  that  Admiral  Peoples 
will  continue  to  assist  the  committee  as  the  Treasury  Department 
alternate.  Admiral  Peoples  has  many  other  responsibilities.  The 
Treasury  work  of  the  committee  of  a  legal  nature  is  such  that  it  would 
be  unreasonable  to  expect  him  to  carry  the  burden  of  the  work  alone. 
He  will  still  continue  to  carry  on  the  Government  purchasing  study. 

The  committee  is  ready  to  proceed. 

Mr.  Gesell.  My  next  witness  is  Mr.  Samuel  Schlesinger. 
•   The  Vice  Chairman.  May  I  inquire  if  Mr.  Schlesinger's  testimony 
is  expected  to  be  in  line  with  the  testimony  for  the  last  two  sessions? 

Mr.  Gesell.  It  is,  Mr.  Chairman;  yes. 

The  Vice  Chairman.  Mr.  Attorney,  in  that  situation  the  Chair  is 
of  the  opinion  that  any  more  testimony  of  the  character  that  has  been 
introduced  during  the  last  2  days  could  be  only  cumulative,  and 
after  some  consultation  with  my  colleagues  on  the  committee  the 
Chair  is  prepared  to  hold  that  we  do  not  at  this  time,  at  least,  desire 
to  have  any  additional  testimony  of  that  character  from  those  persons. 

Mr.  Gesell.  Mr.  Chairman,  may  I  ask  the  instructions  of  the 
committee  with  respect  to  this  matter?  We  intended  to  produce  at 
a  later  time  further  evidence  on  this  matter,  indicating  a  wider  geo- 
graphical distribution  of  the  practice.  Does  the  committee  wish  to 
hear  that  at  some  future  time? 
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The  Vice  Chairman.  The  committee  at  this  time  would  hold  with 
reference  to  that  contemplated  testimony  just  as  we  have  held  with 
reference  to  the  testimony  proposed  by  this  witness,  that  it  would  be 
cumulative. 

Mr.  John  Lord  O'Brian.  Mr.  Chairman,  in  view  of  the  ruling  of 
the  committee,  speakmg  on  behalf  of  the  Metropolitan  Life  Insurance 
Co.,  I  would  like  to  say  this:  We  have  already  instituted  investigations 
as  to  this  practice.  In  three  of  the  agencies  from  which  testimony 
was  brought  yesterday  all  of  the  agents  deny  that  tlicy  did  engage  in 
this  practice. 

We  are  satisfied  that  it  is  not  a  general  practice,  and  would  be  pre- 
pared to  offer  proof  that  it  is  not  a  general  practice. 

But  in  addition  to  that,  I  want  to  say  this:  The  testimony  given 
here  indicates  that  certain  of  the  witnesses  already  produced  have 
signed  without  authority  the  names  of  policyholders  to  ballots  cast 
in  the  uncontested  biennial  elections  of  the  company.  These  elec- 
tions are  held  in  strict  conformance  with  the  laws  of  the  State  of  New 
York.  That  statute  requires  the  management  of  life-insurance 
companies  to  nomhiate  a  ticket,  and  it  gives  the  privilege  to  policy- 
holders, by  following  certain  requirements,  to  nominate  an  opposition 
ticket.  Under  this  statute  if  no  opposition  ticket  is  placed  in  nomina- 
tion there  can  be  no  contest  in  the  election.  In  the  last  30  yeHrs  there 
has  never  been  any  contested  election,  nor  has  there  been  any  criticism 
of  the  management  of  this  company.  It  is  therefore  apparent  that  the 
witnesses  who  say  that  they  signed  these  names  of  policyholders  did 
not  by  so  doing  in  any  way  effect  the  outcome  of  the  election. 

Nevertheless,  the  signing  of  these  names- without  the  authority  of 
the  policyholders  was,  as  the  president  of  the  company,  Mr.  Lincoln, 
has  already  said,  utterly  reprehensible.  No  responsible  officer  of  the 
company  has  ever  heard  of  the  practice,  and  we  are  satisfied  that  the 
great  body  of  our  agents  have  not  engaged  in  it. 

From  the  outset  of  the  work  of  this  inquiry  we  have  cooperated  to 
the  fullest  extent  in  the  work  of  the  committee.  We  shall  continue 
that  policy. 

As  to  this  particular  matter,  we  already  have  begun  and  we  shall 
continue  to  make  a  searching  and  thorough  investigation  and  see  to 
it  that  appropriate  action  is  taken  to  make  sure  that  no  such  practice 
will  ever  obtain  in  any  future  election  of  the  company. 

I  make  this  statement  because  I  do  not  wish  the  record  to  stand 
without  any  comment  from  the  company. 

The  Vice  Chairman.  I  am  very  glad  to  have  you  make  that  state- 
ment, Mr.  O'Brian. 

There  is  a  correction  that  I  think  ought  to  be  made.  Some  im- 
pression has  got  about  that  the  adjournment  of  yesterday  was  not  at 
the  instance  of  the  committee.  The  Chair  would  like  to  say  that  the 
adjournment  yesterday  was  at  the  instance  of  the  committee  upon 
its  own  motion  and  it  alone  had  the  responsibility. 

The  Chair  would  like,  if  he  may,  to  express  appreciation  for  the 
attitude  of  the  committee,  the  attitude  of  the  insurance  company,  the 
general  attitude  in  dealing  with  this  situation.  We  appreciate  the 
delicacy  of  the  general  economic  situation.  The  committee  wants  to 
do  its  work  effectively,  and  I  believe  in  making  this  statement  I  indi- 
cate the  attitude  of  every  member  of  this  committee — we  want  to  do 
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our  work  effectively  and  with  as  little  hurt  as  we  can  possibly  inflict 
in  the  doing  of  this  job. 

We  thank  you  gentlemen  all  for  your  cooperation  and  the  com- 
mittee will  stand  adjourned 

Senator  King  (interposing).  I  don't  think  that  we  can  meet  on 
Monday  morning.  The  Judiciary  Committee  of  the  Senate  meets 
and  I  understand  the  Judiciary  Committee  of  the  House,  and  a  num- 
ber of  the  members  of  this  committee  are  members  of  those  respective 
committees,  so  that  it. would  be  impossible  for  us  to  meet  on  Monday 
morning.     Perhaps  Monday  afternoon,  I  would  say  half-past  2. 

The  Vice  Chairman.  Is  there  any  objection  on  the  part  of  any 
member  of  the  committee  to  our  adjourning  until  2:30  Monday 
afternoon?     (Assent  from  the  committee.) 

We  will  stand  adjourned  until  2:30  Monday  afternoon. 

(Whereupon,  at  11  a.  m.,  an  adjournment  was  taken  until  Tuesday, 
February  14,  1939,  at  2:30  p.  m.) 
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TUESDAY,  FEBRUARY   14,   1939 

United  States  Senate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C. 

The  committee  met  at  10:10  o'clock  a.  m.,  pursuant  to  adjourn- 
ment on  Friday,  February  10,  1939,  in  the  Caucus  Room,  Senate 
Office  Building,  Representative  Hatton  W.  Sumners,  presiding. 

Present:  Senator  King;  Representatives  Sumners  (vice  chairman) 
and  Reece;  Messrs.  Henderson,  O'Connell,  Douglas,  Patterson,  Frank, 
and  Hinrichs. 

Present  also:  Mr.  Gerhard  Gesell,  Special  Counsel,  Securities  and 
Exchange  Commission. 

The  Vice  Chairman.  The  committee  will  please  be  in  order.  The 
committee  is  rteady  to  proceed. 

Mr.  Gesell.  The  first  witness  this  morning  is  Mr.  Judson. 

The  Vice  Chairman.  Mr.  Judson,  will  you  be  sworn?  Do  you 
solemnly  swear  that  the  testimony  you  are  about  to  give  will  be  the 
truth,  the  whole  truth  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Judson.  I  do. 

TESTIMONY  OF  CHARLES  EVERETT  JUDSON,  ASSISTANT 
SECRETARY.  NEW  YORK  LIFE  INSURANCE  CO,  NEW 
YORK,    N.    Y. 

election  or  directors — new  york  life 

Mr.  Gesell.  What  is  your  full  name,  please,  sir? 

Mr.  Judson.  Charles  Everett  Judson, 

Mr.  Gesell.  Are  you  connected  with  the  New  York  Life  Insurance 
Co.? 

Mr.  Judson.  I  am. 

Mr.  Gesell.  In  what  capacity? 

Mr.  Judson.  I  am  assistant  secretary  of  the  New  York  Life. 

Mr.  Gesell.  As  assistant  secretary  have  you  had  responsibility 
for  the  conduct  of  the  elections  for  the  board  of  directors? 

Mr.  Judson.  I  have  had  charge  of  the  mechanics  of  the  election. 

Mr.  Gesell.  How  often  are  those  elections  held? 

Mr.  Judson.  Every  year.' 

Mr.  Gesell.  On  each  occasion,  how  many  directors  are  elected? 

Mr.  Judson.  Eight. 

Mr.  Gesell.  How  many  directors  are  there  on  the  entire  board? 

Mr.  Judson.  Twenty-four. 

(Senator  King  assumed  the  Chair.) 

Mr.  Gesell.  Will  you  tell  us  the  procedure  which  is  followed  with 
respect  to  the  elections? 
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Mr.  JuDSON.  The  board  of  directors  nominates  the  candidates  for 
the  administration  ticket.  After  the  board  has  nominated  the 
candidate  a  certificate  of  that  nomination,  with  the  written  accep- 
tance of  each  director,  is  filed  at  Albany  and  at  the  home  office. 
Nothing  further  is  done  mitil  the  company  receives  a  letter  of  instruc- 
tions from  the  superintendent  of  insurance  as  to  the  procedure  to  be 
followed  at  the  election. 

The  next  step  is  the  choosing  of  the  publication.  That  letter  of 
the  superintendent's  is  reported  to  the  board  of  directors.  The 
newspapers  for  the  publication  of  the  election  notice  are  selected  and 
approved  by  the  superintendent  of  insurance.  The  company  is  then 
advised  of  the  appointment  of  the  inspectors  of  election. 

Shortly  before  the  election  the  necessary  paraphernalia  is  prepared, 
the  inspectors  are  reminded  of  the  time  and  place  for  holding  the 
election,  and  that  brings  it  up  to  the  time  of  the  election. 
•  Mr.  Gesell.  Well  now,  does  the  company  do  anytliing  to  advise 
the  policyholders  that  they  have  a  right  to  make  an  independent 
nomination? 

Mr.  JuDsoN.  No,  sir. 

Mr.  Gesell.  There  is  no  advertisement  or  announcement  of  any 
sort  made?. 

Mr.  JuDSON.  No,  sir. 

Mr.  Gesell.  How  many  policyholders  has  the  New  York  Life, 
approximately,  at  the  present  time? 

Mr.  JuDSON.  I  wouldn't  want  to  say,     I  don't  know. 

Mr.  Gesell.  Do  you  know  how  many  policyholders  are  invited  to 
vote? 

Mr.  JuDSON.  I  do  not. 

Mr.  Gesell.  It  would  be  somewhere  in  excess  of  a  million  five 
hundred  thousand? 

Mr.  JuDSON.  I  think  it  would. 

Mr.  Gesell.  How  many  votes  were  cast  in  the  last  election? 

Mr.  JuDSON.  Two  hundred  ninety-seven. 

Mr.  Gesell.  Were  those  votes  all  cast  in  person? 

Mr.  JuDSON.  Yes,  sir. 

Mr.  Gesell.  There  were  no  proxy  votes? 

Mr.  JuDSON.  No,  sir. 

Mr.  Gesell.  No  votes  by  mail? 

Mr.  JuDSON.  No,  sir. 

Mr.  Gesell.  Does  the  company  prepare  proxies? 

Mr.  JuDSON.  No,  sir. 

Mr.  Gesell.  Does  it  prepare  ballots? 

Mr.  JuDSON.  Yes,  sir. 

Mr.  Gesell.  Are  those  ballots  sent  out  to  the  policyholders? 

Mr.  JuDsoN.  No,  sir. 

Mr.  Gesell.  Those  ballots  are  simply  for  the  use  of  the  people  who 
come  in  to  vote  personally  at  the  election? 

Mr:  JuDSON,  Yes,  sir. 

Mr.  Gesell.  Who  cast  these  two-hundred-odd  votes,  Mr.  Judson? 

Mr.  JuDSON.  I  don't  know,  Mr.  Gesell. 

Mr.  Gesell.  Were  they  to  a  large  extent  home  office  employees? 

Mr.  Judson.  I  would  have  no  way  of  knowing. 

Mr.  Gesell.  Are  you  present  at  the  elections? 

Mr.  Judson.  Not  all  the  time;  no,  sir. 
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Mr.  Gesell.  Are  you  present  some  of  the  time? 

Mr.  JuDSON.  Yes;  some  of  the  time.  I  come  down  occasionally  to 
see  if  things  are  in  order  and  nothing  is  required. 

Mr.  Gesell.  Did  you  see  the  people  who  voted? 

Mr.  JuDSON.  I  have  seen  some  of  them. 

Mr.  Gesell.  Are  some  of  them  home  office  employees? 

Mr.  JuDSON.  Yes,  sir. 

Mr.  Gesell.  Does  your  company  keep  any  list  of  who  the  people 
are  who  voted  at  the  election? 

Mr.  JuDSON.  No,  sir. 

Mr.  Gesell.  Would  it  be  fair  to  say  that  some  of  those  votes  were 
cast  by  home-office  employees? 

Mr.  JuDSON.  Yes,  sir. 

Mr.  Gesell.  Have  you  any  idea  what  percentage  of  the  votes  were 
cast  by  home-office  employees? 

Mr.  JuDSON.  I  have  not. 

Mr.  Gesell.  Do  you  recall-how  many  votes  were  cast  in  the  1937 
election? 

Mr.  JuDsoN.  I  have  that  right  here,  Mr.  Gesell. 

Acting  Chairman  King.  Was  that  the  last  election  held? 

Mr.  JuDSON.  1938  was  the  last  election  held. 

Mr.  Gesell.  You  have  already  given  figures  for  1938,  have  you 
not? 

Mr.  JuDSON.  Yes,  sir.     In  1937,  318  votes. 

Mr.  Gesell.  Have  you  a  schedule  there  showing  the  votes  for  a 
period  of  years? 

Mr.  JuDSON.  Yes,  sir  [submitting  statementl. 

Mr.  Gesell.  Have  you  prepared  the  schedule?  You  know  it  is 
correct? 

Mr.  JuDSON.  I  prepared  the  schedule. 

Mr.  Gesell.  Is  it  correct? 

Mr.  JuDSON.  As  far  as  I  know  it  is  correct. 

Mr.  Gesell.  It  covers  the  number  of  votes  cast  at  all  times  from 
1908  to  1938,  does  it  not? 

Mr.  JuDsoN.  Yes,  sir. 

Mr.  Gesell.  I  wish  to  offer  this  for  the  record. 

Acting  Chairman  King.  It  will  be  received. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  252"  and  is 
included  in  the  appendix  on  p.  1549.) 

Mr.  Gesell.  What  is  the  lowest  number  of  votes  cast  in  any  year? 

Mr.  JuDSON.  Well,  for  1908  on,  the  lowest  number  of  votes  was  in 
1909,  when  there  were  32  votes  cast. 

Mr.  Gesell.  And  what  is  the  greatest  number  of  votes  cast? 

Mr.  JuDSON.  According  to  this  sheet,  345. 

Mr.  Gesell.  When  was  that? 

Mr.  JuDsoN.  In  1921. 

Mr.  Gesell.  Now  does  the  New  York  Life  make  use  of  its  agency 
force  in  collecting  votes  for  the  board  of  directors? 

Mr.  JuDsoN.  No,  sir. 

Mr.  Gesell.  No  ballots  or  proxies  are  given  to  the  agents  to 
distribute  to  the  pohcy holders? 

Mr.  JuDsoN.  No. 

Mr.  Gesell.  Now  will  you  tell  us  a  little  about  the  type  of  notice 
which  is  given  to  the  policyholders  of  the  election? 
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Mr.  JuDsoN.  There  is  a  notice  appearing  in  the  public  newspapers, 
and  there  is  a  notice  on  the  back  of  the  premium  receipt  that  elections 
are  h'gld  the  second  Wednesday  of  every  April. 

Mr.  Gesell.  Now 

Acting  Chairman  King.  How  often  are  those  premium  receipts 
given  to  the  policyholders  or  signed  by  them,  or  remitted  by  them  to 
the  company? 

Mr.  JuDsoN.  When  they  pay  their  premium. 

Acting  Chairman  King.  And  how  often  is  that? 

Mr.  JuDsoN.     It  can  be  quarterly — semiannually. 

Acting  Chairman  King.  What  is  the  rule? 

Mr.  JuDSON.  It  depends  upon  the  policy. 

Acting  Chairman  King.  Well,  generally  speaking,  are  the  premiums 
monthly  or  semiannually  or  quarterly? 

Mr.  JuDsoN.  Quarterly,  semiannually,  and  annually. 

Acting  Chairman  King.  Have  you  got  a  copy  of  the  notice? 

Mr.  Judson.  Yes,  sir. 

Mr.  Gesell.  That  notice  on  the  premium  receipt,  Mr.  Judson, 
reads,  does  it  not — 

The  annual  election  of  directors  of  this  company  is  held  at  its  home  office  on 
the  second  Wednesday  in  Apiil  of  each  year.  Every  policyholder  whose  insur- 
ance is  then  in  force  and  has  been  in  force  at  least  1  year  prior  thereto  is  entitled 
to  vote  at  such  election,  as  provided  in  section  94  of  the  insurance  law  of  the 
State  of  New  York. 

Mr.  Judson.  Yes,  sir. 

Mr.  Gesell.  Wlien  was  that  notice  first  placed  upon  the  premium 
receipt? 

Mr.  JujDSON.  I  don't  know  exactly;  I  think  it  was  approximately 
1936. 

Mr.  Gesell.  Prior  to  that  time  there  had  been  no  notice  on  the 
premium  receipt? 

Mr.  Judson.  Not  that  I  know  of. 

Mr.  Gesell.  Was  tliis  notice  placed  on  the  premium  receipts  at 
the  suggestion  of  the  superintendent  of  insurance? 

Mr.  Judson.  I  don't  know. 

Mr.  Gesell.  Now  you  say  that  you  also  advertise  in  the  news- 
papers? 

Mr.  Judson.  Yes,  sir. 

Mr.  Gesell.  What  newspapers  do  you  advertise  in? 

Mr.  Judson.  The  papers  are  selected  by  an  officer  of  the  company 
and  approved  by  the  superintendent  of  insurance  in  his  letter  of 
instructions. 

(The  vice  chairman.  Representative  Sumners,  resumed  the  chair.) 

Mr.  Gesell.  What  newspapers  do  you  advertise  in? 

Mr.  Judson.  Various  papers,  they  rotate. 

Mr.  Gesell.  More'than  two  any  year? 

Mr.  Judson.  No;  two,  morning  and  evening. 

Mr.  Gesell.  And  they  are  always  New  York  City  newspapers,  are 
they? 

Mr.  Judson.  Yes,  sir. 

Mr.  Gesell.  What  papers  have  you  used  in  the  past  years? 

Mr.  Judson.  The  Sun,  the  Post,  the  Telegram,  the  Times,  the 
Tribune,  Morning  American — we  have  used  them  all,  I  think. 
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Mr,  Gesell.  Is  there  any  advertising  in  any  newspapers  outside 
the  city  of- New  York? 

Mr.  JuDSON.  No,  sir;  it  is  not  required. 

Mr.  Gesell.  Your  company  simply  complies  with  the  minmium 
statutory  requirements,  does  it  not? 

Mr.  JuDsoN.  Yes. 

Mr.  Gesell.  Is  it  correct  to  say  that  the  notice  has  been  about 
the  same  each  year  in  the  newspapers? 

Mr.  JuDsoN,  Yes,  sir. 

Mr.  Gesell.  Does  it  read  like  this: 

NOTICE    OF    ELECTION    OF    DIRECTORS 

Notice  is  here  given  that  the  election  of  directors  of  the  New  York  Life  Insur- 
ance Co.  will  be  held  at  the  home  office  of  the  company,  No.  51  Madison  Avenue, 
New  York,  in  the  State  of  New  York,  on  Wednesday,  the  13th  day  of  April 
1938.  The  polls  will  be  opened  at  10  o'clock  in  the  forenoon  and  will  remain 
open  until  4  o'clock  in  the  afternoon  of  said  day,  at  which  time  they  will  be 
closed. 

New  York  Life  Insurance  Company. 
By  Frederick  M.  Johnson. 

Is  that  the  type  of  notice? 

Mr.  JuDSON.  Yes,  sir. 

Mr.  Gesell.  That  notice  is  given  after  the  date  for  the  filing  of 
independent  nominations  has  gone  by? 

Mr.  JuDSON.  That  is  right. 

Mr.  Gesell.  That  notice  does  not  even  state,  does  it,  that  the 
policyholder  has  a  right  to  vote? 

Mr.  JuDSON.  No,  sir. 

Mr.  Gesell.  And  in  your  notice  on  your  premium  receipt  which 
we  read  a  moment  ago,  you  give  no  particulars  as  to  where  or  how  the 
policyholder  may  attain  information  concerning  his  voting. 

Mr.  JuDSON.  No,  sir. 

Mr.  Gesell.  What  happens  when  a  policyholder  writes  in  and 
indicates  interest  in  voting,  Mr.  Judson? 

Mr.  Judson.  We  have  very  few.  I  have  only  seen  two  or  three 
during  the  time  I  have  had  charge  of  the  mechanics  of  the  election. 

Mr.  Gesell.  How  long  has  that  been? 

Mr.  Judson,  About  10  years. 

Mr.  Gesell.  And  how  many  have  you  had  in  10  years? 

Mr.  Judson.  Across  my  desk  I  have  had  only  three  or  four;  three 
in  1937  and  one  last  year. 

Mr.  Gesell.  Is  it  your  practice  to  send  those  policyholders  a  proxy 
or  a  ballot? 

Mr.  Judson.  No,  sir. 

Mr.  Gesell.  You  simply  explain  to  them  that  there  is  no  necessity 
of  that  in  a  noncontested  election? 

Mr.  Judson.  Yes,  sir. 

Senator  King.  You  prepare  the  ballots,  however? 

Mr.  Judson.  Yes,  sir. 

Senator  King.  Have  any  of  your  agents  or  representatives  in  various 
parts  of  the  country  asked  for  ballots? 

Mr.  Judson.  No,  sir. 

Senator  King.  Are  the  majority  of  your  polic3^holders  residents  of 
New  York? 
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Mr.  JuDSON.  I  don't  know. 

Senator  King.  You  have  no  idea  of  the  proportion  of  your  policy- 
holders who  reside  in  New  York? 

Mr.  JuDSON.  No,  sir. 

Mr.  Patterson.  Are  these  elections  annually? 

Mr.  JuDSON.  Yes,  sir. 

Mr.  Patterson.  Every  year  you  elect  eight  directors? 

Mr.  JuDSON.  Yes,  sir. 

Mr.  Patterson.  How  many  agents  have  you? 

Mr.  JuDSON.  I  don't  know,  offhand.  I  have  nothing  to  do  with 
that. 

Mr.  Frank.  If  one  ballot  were  cast  at  the  election,  would  that  be 
sufficient  to  elect  the  directors? 

Mr.  JuDSON.  Yes,  sir. 

Mr.  Frank.  Suppose  that  one  ballot  were  cast  for  the  slate  and 
there  were  thousands  against,  would  that  make  any  difference? 

Mr.  JuDSON.  I  presume  it  would. 

Mr.  Frank.  Then  no  one  would  be  elected. 

Mr.  JuDSON.  No,  sir. 

Mr.  Frank.  What  would  be  the  consequence? 

Mr.  JuDSON.  I  don't  know. 

Mr.  Gesell.  If  votes  were  cast  against  the  ticket  they  would  have 
no  standing,  would  they,  if  the  time  of  independent  nominations  had 
passed  and  there  had  been  no  independent  nominations? 

Mr.  JuDSON.  That  is  right. 

Mr.  Gesell.  I  have  no  further  questions  of  this  witness. 

Senator  King.  Does  the  statute  of  New  York  govern  the  procedure 
to  which  you  have  referred? 

Mr.  JuDSON.  Yes,  sir. 

Senator  King.  You  follow  it? 

Mr.  JuDSON.  We  follow  it  strictly. 

Senator  King.  Did  the  Armstrong  investigation  committee  call 
attention  to  and  challenge  your  method  of  procedure? 

Mr.  JuDSON.  I  don't  know,  I  wasn't  with  the  company  then. 

Senator  King.  How  long  have  you  been  with  the  company? 

Mr.  JuDSON.  30  years. 

Mr.  Gesell.  Has  there  been  a  contested  election  since  1906? 

Mr.  JuDSON.  No,  sir. 

Senator  King.  Are  the  directors  all  from  New  York  State  or  are 
they  scattered  throughout  the  country? 

Mr.  Judson.  No,  sir;  they  are  scattered. 

Mr.  HiNRicHS.  Is  there  any  place  on  the  ballot  to  indicate  a  "no" 
vote? 

Mr.  Judson.  No,  siY;  the  form  of  ballot  is  prescribed  by  the  super- 
intendent of  insurance. 

Senator  King.  All  of  your  procedure,  then,  is  under  the  direction 
of  the  superintendent  of  insurance  of  the  State  of  New  York? 

Mr.  Judson.  Yes,  sir;  when  no  independent  nominations  have  been 
made. 

Mr.  Hinrichs.  Then  there  is  no  way  in  which  a  ballot  could  be  cast 
indicating  an  opposition  to  the  slate  that  was  presented? 

Mr.  Judson.  No,  sir. 

The  Vice  Chairman.  Is  everybody  who  is  to  vote  or  who  decides 
to  vote  required  to  come  to  New  York  to  vote? 
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Mr.  JuDSON.  They  can  vote  by  mail,  by  proxy,  or  in  person,  under 
law. 

The  Vice  Chairman.  They  can  vote  by  proxy  or  in  person,  but  may 
not  vote  by  ballot,  by  mail? 

Mr.  JuDsoN.  I  don't  know. 

Mr.  Gesell.  They  may  cast  their  ballot  by  mail,  may  they  not? 

Mr.  JuDSON.  Yes;  I  think  thoy  may  cast  a  ballot  by  mail. 

Mr.  Gesell.  The  law  provides,  does  it  not,  that  a  pohcyholder  may 
vote  in  per.=on  by  proxy  or  by  mail?  The  company  does  not,  however, 
send  out  proxies  or  ballots  to  the  policyholders  so  that  they  can  vote 
by  proxy  or  by  mail. 

Mr.  JuDSON.  That  is  right. 

Mr.  Gesell.  So  that  the  way  the  procedure  is  run,  the  only  way  a 
policyholder  may  vote  is  to  vote  in  person? 

Mr.  JuDsoN.  That  is  right. 

Senator  King.  I  suppose  if  he  wrote  for  a  ballot,  he  could  obtain  it. 

Mr.  JuDSON.  Yes,  sir. 

Mr.  Douglas.  Did  I  understand  you  to  say  that  during  the  last 
30  years  there  has  been  no  independent  slate  of  directors? 

Mr.  JuDSON.  No,  sir;  I  say  I  had  been  with  the  company  30  years. 
Mr.  Gesell's  question  was,  had  there  been  any  independent  nomina- 
tions since  1906,  I  believe. 

Mr.  Douglas.  There  had  not  been? 

Mr.  JuDSON.  There  have  not  been. 

Mr.  Gesell.  I  believe  you  said  in  answer  to  Senator  King's  ques- 
tion that  if  a  policyholder  wants  to  receive  a  ballot  or  a  proxy,  it  is 
sent  to  him  if  he  asks  for  a  ballot.  May  I  ask  you  to  examine  this 
correspondence,  Mr.'  Judson,  and  express  your  recollection  on  that? 

(Senator  King  assumed  the  Chair.) 

Mr.  Gesell  (continuing).  Does  not  that  correspondence  indicate 
that  when  a  policyholder  wishes  a  ballot  or  proxy  it  is  not  sent  to 
him? 

Mr.  JuDsoN.  This  letter  does;  yes,  sir. 

Mr.  Gesell.  So  you  were  mistaken? 

Mr.  JuDSON.  I  was  mistaken. 

Mr.  Gesell.  No  further  questions. 

Mr.  Douglas.  I  am  not  sure,  Mr.  Judson,  that  I  understand  your 
last  answer.  Suppose  I  am  a  policyholder  and  write  in  and  want  a 
ballot.     Don't  I  get  one? 

Mr.  JuDsoN.  No,  sir. 

Mr.  Douglas.  I  couldn't  vote  by  ballot  if  I  wanted  to? 

Mr.  JuDSON.  The  ballots  aren't  prepared  until  shortly  before  the 
election  and  we  are  not  required  to  send  them  out,  by  law. 

Mr.  Douglas.  So  if  I  wanted  to  vote  I  would  have  to  appear  in 
person? 

Mr.  JuDsoN.  Yes,  sir. 

Mr.  Douglas.  I  couldn't,  if  I  hve  in  the  western  part  of  the 
countrj^,  mail  in  my  ballot? 

Mr.  Judson.  We  would  advise  that  we  weren't  required  by  law 
to  send  out  ballots  or  proxies  where  there  were  no  independent 
nominations. 

Mr.  Gesell.  Is  this  the  form  of  letter  you  have  used  in  those 
instances? 

Mr.  JuDSON.  There  were  so  few  I  don't  think  we  have  a  form  for  it. 
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Mr.  Gesell.  m  this  letter  to  a  policyholder  who  lived  in  South 
Bend,  Ind.,  you  wrote: 

Furthermore,  the  company  is  not  required  to  mail  proxies  or  ballots  where  there 
have  been  no  independent  nominations. 

Did  you  not? 

Mr.  JuDSON.  Yes,  sir. 

Mr.  Gesell.  I  have  no  further  questions. 

(Kepresentative  Sumners  resumed  the  Chair.) 

The  Vice  Chairman.  May  I  ask  the  witness  a  question? 

If  this  witness  has  testified  on  this  point  I  hope  you  will  indicate  it. 
From  your  experience,  how  is  it  feasible  to  expect  a  free  expression  of 
judgment,  a  free  indication  of  judgment  on  the  part,  maybe,  of  a 
million  policyholders  scattered  all  over  the  country,  with  reference 
to  the  election  of  officers? 

Mr.  JuDSON.  I  am  afraid  I  am  not  qualified  to  answer  that,  sir. 

The  Vice  Chairman.  That  is  all. 

Senator  King.  Have  any  considerable  number  of  stockholders 
called  your  attention  to  the  statute,  which  it  seems  you  have  rather 
rigorously  adhered  to,  and  suggested  amendments  to  it  so  as  to 
liberalize  the  method  of  election? 

Mr.  JuDsoN.  I  have  never  seen  any  letters  from  policyholders  to 
that  effect. 

Senator  King.  Have  you  received  any  letters  from  policyholders 
suggesting  some  other  method^  of  holding  the  election  or  indicating 
that  they  desired  to  submit  an  independent  panel  of  directors? 

Mr.  JuDsoN.  I  have  never  seen  any. 

Senator  King.  Of  directors? 

Mr.  JuDSON.  I  have  never  seen  any. 

Senator  King.  The  policyholders  seem  to  have  been  satisfied  with 
the  law  and  foil  owed  the  law,  and  the  directors  seem  to  have  been 
satisfied  with  the  law._    Is  that  your  diagnosis  of  the  situation? 

Mr.  Judson.  Yes,  sir. 

Senator  King.  That  is  all. 

Mr.  Gesell.  I  have  no  further  questions. 

(The  witness,  Mr.  Judson,  was  excused.) 

Mr.  Gesell.  The  next  witness  is  Mr.  Mooers. 

The  Vice  Chairman.  Will  you  be  sworn,  Mr.  Mooers?  Do  you 
olemnly  swear  that  the  testimony  you  are  about  to  give  will  be  the 
ruth,  the  whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Mooers.  I  do. 

i'ESTIMONY  OF  SAMUEL  E.  MOOERS.  SECRETARY,  ACACIA  MUTUAL 
LIFE  INSURANCE  CO..  WASHINGTON.  D.  C. 

ELECTION   OF  DIRECTORS — ACACIA   LIFE 

Mr.  Gesell.  Wliat  is  your  full  name,  sir? 

Mr.  Mooers.  Samuel  E.  Mooers. 

Mr.  Gesell.  How  do  you  spell  it? 

Mr.  Mooers.  M-o-o-e-r-s. 

Mr.  Gesell.  With  what  company  are  you  associated,  Mr.  Mooers? 

Mr.  MooERS.  I  am  with  the  Acacia  Mutual  Life  Inusrance  Co. 

Mr.  Gesell.  That  is  here  in  the  District  of  Columbia? 

Mr.  Mooers.  That  is  right,  here  in  the  District. 
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Mr.  Gesell.  How  old  a  company  is  that? 

Mr.  MooERs.  It  was  chartered  in  1869,  March  1869. 

Mr.  Gesell.  What  are  its  admitted  assets? 

Mr.  MooERs.  A  little  less  than  80  millions  of  dollars, 

Mr.  Gesell.  How  much  insm-ance  is  in  force? 

Mr.  MooERS.  $401,000,000. 

Mr.  Gesell,  How  many  policyholders  are  there? 

Mr.  MooERS.  There  are  126,000. 

Mr.  Gesell.  In  how  many  different  States  does  it  operate? 

Mr.  MooERS.  In  34  States,  the  District  of  Columbia,  and  the 
Panama  Canal  Zone. 

Mr.  Gesell.  Wliat  type  of  insurance  does  it  write'' 

Mr.  M GOERS.  Entirely  mutual  life  insurance. 

Mr.  Gesell.  Does  it  write  industrial  insurance? 

Mr.  M goers.  No. 

Mr.  Gesell.  Straight  life,  endowment,  and  that  kind  of  insurance? 

Mr.  Mggers.  That  is  right. 

Mr.  Gesell.  What  is  your  position  with  Acacia? 

Mr.  Mggers.  I  am  secretary  of  the  company. 

Mr.  Gesell.  As  secretary  is  it. one  of  your  duties  to  handle  the 
elections? 

Mr.  Mggers.  Yes,  it  is. 

Mr.  Gesell.  WUl  you  tell  us  what  the  procedure  of  your  company 
is  with  respect  to  handling  elections? 

Mr.  Mggers.  Each  year  approximately  eight  directors  come  up 
for  reelection. 

Mr.  Gesell.  How  many  directors  are  there  on  the  board? 

Mr.  Mggers.  We  have  a  board  of  25  directors  serving  for  a  term 
of  3  years.  In  the  latter  part  of  November  of  each  year  we  send  out 
to  every  policyholder  a  nomination  blank  giving  the  names  of  the 
directors  whose  terms  expire  and  who  are  coming  up  for  reelection. 

Mr.  Gesell.  That  nomination  blank  advises  aU  of  your  policy- 
holders that  any  policyholder  may  become  a  candidate  for  director? 

Mr.  Mggers.  That  is  right.  There  is  a  letter  that  goes  along  \yith 
that,  Mr.  Gesell,  that  explains  in  detail  the  procedure  for  the  nomina- 
tion of  directors. 

Mr.  Gesell.  Is  that  letter  sent  to  every  one  of  your  policyholders? 

Mr.  Mggers.  That  is  sent  to  every  one  of  the  policyholders. 

Mr.  Gesell.  In  all  34  States? 

Mr.  Mggers.  In  all  34  States. 

Mr.  Gesell.  And  with  that  letter  goes  a  nomination  blank  upon 
which  the  policyholder  may  write  the  name  of  anyone  he  wishes  to 
nominate? 

Mr.  Mggers.  That  is  right. 

Senator  King.  Under  what  law  are  you  incorporated? 

Mr.  Mggers.  We  have  a  charter  from  the  Congress  of  the  United 
States.  I  might  say  we  are  the  only  life  insurance  company  that  has 
such  a  charter. 

Representative  Reece.  When  did  you  mutualize? 

Mr.  Mggers.  We  have  always  been  a  mutual  company. 

Senator  King.  WTien  did  you  obtain  your  charter? 

Mr.  Mggers.  In  1869. 

Mr.  Gesell.  Is  this  the  form  of  letter  and  nomination  blank  which 
is  sent  to  the  policyholder? 
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Mr.  MooERS.  That  is  right. 

Mr.  Gesell.  I  wish  to  offer  them  for  the  record. 

(The  documents  referred  to  were  marked  "Exhibit  No.  253"  and 
are  included  in  the  appendix  on  p.  1550.) 

Mr.  Gesell.  At  the  same  time  do  you  also  send  to  the  policyholders 
a  report  on  your  company's  activities  for  the  previous  year? 

Mr.  Mooers.  Yes. 

Mr.  Gesell.  WTiat  kind  of  information  is  in  that  report? 

Mr.  M  GOERS.  We  give  them  a  complete  financial  statement  covering 
the  activities  of  the  company  and  its  financial  standing. 

Mr.  Gesell.  So  when  the  policyholder  receives  this  nomination 
blank  he  has  some  indication  of  what  the  company  has  done  in  the 
previous  year,  does  he  not? 

Mr.  Mooers.  Yes. 

Mr.  Gesell.  And  he  has  that  before  him  in  determining  whether 
he  wishes  to  make  a  nommation  of  someone  else  for  the  board  of 
directors? 

Mr.  Mooers.  Yes. 

Mr.  Gesell.  What  is  the  procedure  after  that? 

Mr.  Mooers.  Then  each  policyholder  has  until  the  loth  of  January 
to  send  back  to  the  company  his  nominations. 

Mr.  Gesell.  When  does  he  receive  this,  sometime  in  November? 

Mr.  Mooers.  Yes;  it  is  sent  out  the  latter  part  of  November. 
Under  the  bylaws  it  must  be  sent  out  prior  to  the  15th  of  December. 
It  is  our  practice  to  send  these  nomination  blanks  and  letters  out  the 
latter  part  of  November. 

Mr.  Gesell.  So  the  policyholder,  it  is  safe  to  say,  has  at  least  a 
month  to  consider  this  thing? 

Mr.  Mooers.  Oh,  yes;  more  than  a  month  always. 

Mr.  Gesell.  How  many  policyholders  must  nominate  an  individual 
for  him  to  be  included. on  the  slate? 

Mr.  Mooers.  Twenty-five. 

Mr.  Gesell.  In  other  words,  if  25  of  your  polic3']ioklers  nominate 
the  same  individual,  he  then  is  a  candidate  for  the  board  of  directors? 

Mr.  Mooers.  That  is  right. 

Mr.  Gesell.  Will  you  tell  us  what  the  procedure  is  when  these 
nomhiations  come  in? 

Mr.  MooERs.  Then  these  nominations  as  they  come  in,  of  course, 
are  counted  and  checked  to  see  if  any  policyholder  does  receive  the 
required  25  in  order  to  put  his  name  on  the  ballot,  and  then  a  report 
is  made  by  ihe  secretary  to  the  board  of  directors  at  their  meeting  the 
fourth  Wednesday  in  January,  and  merely  as  a  formality  the  board  of 
directors  declares  as  nominees  for  directors  those  who  have  received 
the  required  number  of  numinations,  and  those  names  are  automati- 
cally put  onto  the  ballot. 

Mr.  Gesell.  ^\^lat  happens  after  that? 

Mr.  Mooers.  Then,  as  I  say,  these  names  of  tlie  policyholders  who 
have  received  at  least  25  nominations  arc  printed  on  the  ballot  and 
we  send  out  to  the  policyholders  a  ballot  and  a  i)roxy  form.  There 
are  two  forms  of  proxies  lliat  go  aloDg  with  the  ballot,  one  to  William 
Montgomery,  as  j^iresidcnt  of  the  company;  the  other  in  blank  for  the 
policyholder  to  fill  in  any  name  that  he  might  want  to  fill  in.  Along 
with  that  is  the  ballot  itself,  and  we  explain  to  the  policyholder  that 
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he  can  send  in  either  proxy  or  he  can  send  in  the  ballot  itself  by  mail 
or,  of  course,  he  can  vote  personally  if  he  wants  to  do  so. 

Mr.  Gesell.  Let  us  see  if  I  understand  you.  If  I  am  a  policyholder 
and  receive  this  proxy  and  ballot,  I  can  do  one  of  three  things,  can 
I  not?  I  can  send  my  proxy  in  to  the  designee  of  the  company;  I  can 
send  my  proxy  in  to  anyone  else  whom  I  desire  to  designate  as  my 
proxy? 

Mr.  MooERS.  That  is  right. 

Mr.  Gesell.  Or  I  may  file  a  ballot,  voting  for  one  or  all  of  the 
directors  I  desire  to  have  elected? 

Mr.  M goers.  Exactly. 

Mr.  Gesell.  Now  on  that  ballot  do  you  list  both  those  directors 
who  are  up  for  renomination  and  the  names  of  any  directors  who  have 
l^een  nominated  by  the  policyholders? 

Mr.  MooERS.  That  is  right. 

Mr.  Gesell.  And  has  it  happened  in  the  history  of  your  company 
that  there  are  frequently  men  nominated  by  the  policyholders? 

Mr.  MooERs.  Yes. 

Mr.  Gesell.  And  the  name  of  this  new  nominee  along  with  the 
directors  who  are  up  for  renomination  appears  on  the  ballot? 

Mr.  M goers.  That  is  right. 

Mr.  Gesell.  And  the  policyholder  is  instructed  how  many  names 
he  may  vote  for? 

Mr.  M GOERS.  That  is  right. 

Mr.  Gesell.  He  can  strike  out  somebody  on  the  old  management 
and  substitute  a  new  nominee? 

Mr.  MooEKS.  That  is  right. 

Mr.  Gesell.  Or  he  can  vote  for  the  old  management? 

Mr.  MoGERS.  Exactly. 

Mr.  Gesell.  Or  he  can  vote  only  for  the  new  nominees? 

Mr.  Mgoers.  Yes. 

Mr.  Gesell.  Is  this  sheet  which  I  show  you  the  form  of  the  proxy 
and  ballot  which  is  used  by  your  company? 

Mr.  M goers.  That  is  the  form. 

Mr.  Gesell.  Now  is  that  sent  to  every  policyholder? 

Mr.  Mgoers.  Yes. 

Mr.  Gesell.  With  it  is  there  sent  an  envelope  with  postage  prepaid 
so  that  the  policyholder  may  vote  without  cost? 

Mr.  Mgoers.  Yes;  the  business  reply  envelope  which  is  the  same 
thing,  with  prepaid  postage. 

Mr.  Gesell.  If  it  is  mailed. 

Mr.  Mgoers.  Yes;  and  of  course  there  is  notice  of  the  annual 
meeting  that  goes  along  with  that  ballot,  so  they  know  the  time  and 
the  place  of  the  meeting,  and  the  number  of  directors  who  are  coming 
up  for  reelection.    1  believe  you  have  that  form  there. 

Mr.  Gesell.  They  do  not  have  to  attend  the  meeting  to  vote, 
however,  do  they? 

Mr.  MoGERs.  Oh,  no. 

Mr.  Gesell.  I  wish  to  offer  this  form  of  proxy  and  ballot. 

The  Vice  Chairman.  They  may  be  included  in  the  record. 

(The  dociimejits  referred  to  were  marked  "Exhibit  No.  254"  and 
are  included  in  the  appendix  on  p.  1551.) 

Mr.  Gesell.  You  actually  ha\e  meetings  of  your  policyholders? 

Mr.  Mgoers.  Yes. 
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Mr.  Gesell.  Thf:  election  is  held  in  a  polling  place  where  the 
lectors  can  gather  and  hold  a  meeting? 

Mr.  MooERS.  Yes;  they  can. 

Mr.  Gesell.  The  management  is  there  for  questioning,  is  it  not? 

Mr.  MooERs.  Yes. 

Mr.  Gesell.  Now  when  these  ballots  and  proxies  come  in  is  any 
ttempt  made  to  verify  them? 

Mr.  MooERS.  Well,  every  proxy  and  ballot  that  goes  out  has  the 
ame  of  the  policyholder  imprinted  on  it  with  the  addressograph  plate, 
and  of  course  we  have  the  signature  of  the  policyholder  when  it  comes 
ill.  The  ballots  are  kept  in  a  ballot  box  as  they  are  received.  That 
ballot  box  is  opened  when  we  have  our  annual  meeting,  and  the  com- 
mittee on  elections  takes  charge  of  the  ballots  and  goes  over  every 
single  one. 

Mr.  Gesell.  And  verifies  it? 

Mr.  MooERS.  And  verifies  them. 

Senator  King.  Under  your  charter  is  there  any  supervision  exer- 
i  ised  by  the  Federal  Government  or  any  of  its  agencies? 

Mr.  MooFRS.  Not  by  the  Federal  Government.  We  operate 
tnder  the  jurisdiction  of  the  States  in  which  we  are  licensed. 

Senator  King.  However,  your  charter  is  a  Federal  charter? 

Mr.  M GOERS.  The  charter  is  a  Federal  charter  and  can  only  be 
amended  by  act  of  Congress. 

Senator  King.  I  was  wondering  if  the  Federal  Government,  after 
f::iving  you  the  charter,  reserved  to  itself  any  authority  to  superintend 
Iq  any  way  the  activities  of  your  organization. 

Mr.  M GOERS.  As  far  as  I  know  they  have  never  exercised  that 
light,  although  undoubtedly  they  have  it. 

Senator  King.  But  there  is  no  provision  in  the  charter  as  far  as 
you  know  that  gives  to  the  Secretary  of  State  or  to  some  person 
representing  the  District  of  Columbia  authority  to  supervise  your 
organization? 

Mr.  MooERS.  Not  as  far  as  I  know. 

Mr.  Gesell.  You  are  supervised  by  the  insurance  Commissioner 
of  the  District  of  Columbia? 

Mr.  MooERs.  Oh,  yes. 

Mr.  Gesei.l.  "Do  you  use  your  agency  force  in  any  way  to  get  in 
proxies  and  ballots? 

Mr.  MooERs.  Not  at  all. 

Mr.  Gesell.  No  instructions  go  out  to  the  agents,  no  ballots  go 
out  to  them,  no  proxies  go  out  to  them? 

Mr.  MooERS.  None  whatsoever;  they  receive  their  own  ballo*^s, 
own  notices,^  and  own  nomination  blanks  as  policyholders  of  the 
company,   but  that  is  all. 

Mr.  Gesell.  And  this  procedure  is  entirely  voluntary  on  the  part 
of  the  policyholder,  is  it  not? 

Mr.  MooERS.  Entirely.' 

Mr.  Gesell.  Now  just  for  example,  in  1938,  am  I  correct  in  stating 
that  there  were  some  43  different  people  suggested  as  new  nominees 
for  the  board  of  directors  by  the  policyholders? 

Mr.  MooERS.  I  believe  that  is  correct. 

Mr.  Gesell.  And  there  were  sufHcient  votes  for  one  of  those  to 
warrant  his  name  bein^  placed  upon  the  ticket? 

Mtp  MooERs.  That  is  right. 
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The  Vice  Chairman.  How  many  does  that  require? 

Mr.  MooERS.  Twenty-five. 

The  Vice  Chairman.  You  got  25  votes? 

Mr.  MooERS.  Nominations. 

Mr.  Gesell.  His  name  went  onto  the  ticket  as  nominee? 

The  Vice  Chairman.  How  many  votes  did  he  get  in  the  election? 

Mr.  MooERS.  I  would  say  about  26,000,  as  I  recall  it. 

The  Vice  Chairman.  This  man  did? 

Mr.  MooERS.  Yes. 

The  Vice  Chairman.  Was  he  a  very  prominent  man  in  Masonic 
•organization,  or  any  other  organization? 

Mr.  MooERS.  No;  he  is  not  a  Mason.  I  will  be  glad  to  tell  you  his 
name,  if  you  would  like  to  know  his  name.  He  is  quite  prominent  in 
Washington,  D.  C. 

The  Vice  Chairman.  What  is  his  name? 

Mr.  M GOERS.  James  Colliflower. 

The  Vice  Chairman.  How  many  votes  were  cast  in  that  election? 

Mr.  Mooers..  As  I  recall  it — altogether  you  mean,  the  proxies  as 
well  as  the  ballots  themselves?  The  total  vote  cast,  as  I  recall  it,  was 
about  26,000  or  27,000.  _ 

Mr.  Gesell.  Was  tliis  man  elected? 

Mr.  Mooers.  Yes. 

Mr.  Gesell.  Have  you  before  you  sonie  figures  that  would  tell  us 
the  total  number  of  votes  that  had  been  cast  in  your  recent  meeting, 
say  from  1934  to  date? 

Mr.  Mooers.  I  do  not  have  those  figures.  I  can  tell  you  quite 
closely  what  those  figures  were,  because  I  have  them  pretty  well  in 
mind. 

Mr.  Gesell.  And  will  you  indicate  as  you  proceed  about  what 
percentage  of  the  total  policyholders  qaalified  to  vote  these  votes 
constituted? 

Mr.  Mooers.  What  percentage  of  the  total  number  of  policy- 
holders? 

Mr.  Gesell.  Yes. 

Mr.  Mooers.  Well  we  have  had  anywhere  from  120,000  to  126,000 
policyholders  durhig  that  period  of  time.  I  would  say  on  the  average 
about  1,000  or  1,200;  that  is  approximately  the  current,  figure  anyway. 
The  policyholders  send  in  their  ballots  by  mail. 

Mr.  Gesell.  What  percentage,  approximately,  has  voted  during 
these  elections? 

Mr.  Mooers.  Voted  by  mail? 

Mr.  Gesell.  Voted  in  any  manner. 

Mr.  Mooers.  Well,  now,  by  proxies  there  are  about  25,000,  I 
should  say,  ballots  that  are  cast,  and  from  1,000  to  1,200  actually 
received  through  the  mail.  There  are  a  few  policyholders  who  actu- 
ally come  and  Vote  in  person  because  they  have  the  right  to  vote  by 
mail  and  seem  to  prefer  to  mail  it  in,  or  give  a  proxy. 

Mr.  Gesell.  My  question  is,  taking  the  total  number  of  policy- 
holders quahfied  to  vote,  can  you  tell  us  what  percentage  of  those 
policyholders  approximately  have  voted  in  the  recent  elections? 

Mr.  Mooers.  Either  by  proxy 

Mr.  Gesell.  In  any  manner. 

The  Vice  Chairman.  Each  method. 

Mr.  Mooers.  That  would  run  about  25  percent. 
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Mr.  Gesell.  Taking  all  manners,  around  25  percent  have  voted? 

Mr.  MooERS.  Approximately. 

Mr.  Gesell.  Now,  how  many  of  those  vote  by  proxy? 

Mr.  MooERS.  Most  of  them  vote  by  proxy. 

Mr.  Gesell.  Do  the  rest  of  them  vote  by  mail? 

Mr.  MooERS.  Yes;  with  the  exception  of  a  few. 

Mr.  Gesell.  Two  or  three  vote  in  person? 

Mr.  Moore.  Yes. 

Mr.  Gesell.  Now  will  you  give  us  the  figures  with  respect  to  the 
number  of  policyholders  that  have  voted  in  j^our  recent  elections? 

Mr.  MooERs.  In  1934  we  have  24,339  here;  in  1935,  we  have  20,864; 
in  1936,  26,587;  in  1937,  27,002;  in  1938,  26,400. 

Mr.  Gesell.  And  during  that  time  what  did  you  say  your  total 
number  of  policyholders  quahtied  to  vote  was? 

Mr.  MooERS.  From  120,000  to  126,000. 

Mr.  Gesell.  So  you  had  about  25  percent  voting? 

Mr.  M GOERS.  Approximately. 

The  Vice  Chairman.  And  will  you  state  what  percentage  or  what 
number  of  those  voting  voted  by  a  ballot? 

Mr.  MooERS.  By  ballot,  about  1,000  or  1,200. 

The  Vice  Chairman.  In  each  of  those  elections? 

Mr.  MooERS.  Yes,  about  that,  running  from  500  up  to  1,200,  I 
would  say. 

The  Vice  Chairman.  How  many  of  those  who  voted  by  proxy 
gave  their  proxies  to  other  than  officials  of  the  organization? 

Mr.  MooERS.  Why,  not  a  great  many.  There  were  a  few  but  not 
many.  You  mean  given  proxies  to  other  -than  officers  of  the  com- 
pany? 

The  Vice  Chairman.  That  is  right. 

Mr.  M GOERS.  There  were  a  few  scattered,  maybe  25  or  30  or  a  few 
more. 

The  Vice  Chairamn.  A  negligible  number? 

Mr.  Mggers.  Yes. 

The  Vice  Chairman.  So  the  situation  is  that  most  of  the  voting 
is  done  at  least  indirectly  by  the  officers  of  the  company? 

Mr.  MooERS.  That  is  right. 

Mr.  Gesell.  I  have  no  further  questions  of  this  witness. 

Mr.  Patterson.  I  would  like  to  ask  you,  are  you  doing  business  in 
New  York  State? 

Mr.  MooERs.  No;  we  are  not. 

Senator  King.  Are  your  directors  selected  from  a  few  or  a  large 
number  of  States? 

Mr.  Mggers.  From  a  few. 

Senator  King.  What  States? 

Mr.  Mggers.  There  is  one  director  from  West  Virginia;  we  have 
hnd  one  from  Oregon;  we  have  hnd  two  or  three  from  Virginia;  but 
most  of  the  directors  are  from  the  District  of  Columbia.  Our  directors 
are  very  active  in  the  operation  of  the  company  and  the  sui)ervision 
of  all  of  the  activities  of  the  company. 

Senator  King.  How  many  directors  reside  outside  of  the  District 
of  Columbia? 

Mr.  Mggers.  Now? 

Senator  King.  Yes. 
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Mr.  MooERs.  One  director  resides  in  West  Virginia  and  the  rest 
are  here  in  Washington,  D.  C. 

Senator  King.  So  that  those  who  vote  in  CaHfornia  or  Florida  or 
any  other  State  usually  vote  for  residents  of  the  District  of  Columbia? 

Mr.  MooERS.  Yes. 

The  Vice  Chairman.  Wliat  percentage  of  your  policyholders  are 
in  the  District  of  Columbia  or  the  territory  reasonably  contiguous? 

Mr.  MooERS.  We  have  about  12,000  policyholders  here  out  of  our 
126,000— about  10  percent. 

The  Vice  Chairman.  You  send  out  on  two  different  occasions 
letters  to  your  policyholders  each  year,  don't  you? 

Mr.  M goers.  Yes;  sometimes  three.  The  president  of  the  com- 
pany prepares  a  very  complete  report  after  the  books  are  closed  on  the 
activities  of  the  company. 

The  Vice  Chairman.  Have  you  any  estimate  of  the  expense  of 
sending  out  each  letter  to  each  individual? 

Mr.  Mooers.  Well,  I  was  thinking  the  other  day  it  might  run 
around  10  cents  a  letter,  and  sending  out  126,000,  you  see  what  the 
cost  would  be  of  sending  them  out.     It  is  a  real  item  of  expense. 

The  Vice  Chairman.  Ten  cents  for  each  letter  or  10  cents  for  the 
three  letters? 

Mr.  Mooers.  Ten  cents  apiece  would  be  a  nearer  estimate  of  the 
cost,  I  would  guess. 

The  Vice  Chairman.  Stationery  and  postage? 

Mr.  Mooers.  Stationery,  postage,  return  postage,  handling  through 
the  addressograph  department,  and  mailing  them. 

Senator  King.  Do  you  frequently  have  any  person  elected  who  is 
not  on  the  slate,  who  is  not  already  a  director? 

Mr.  Mooers.  Oh,  yes.  There  are  constant  changes  in  the  boftrd 
of  directors,  such  as  Mr.  Colliflower,  whom  you  just  mentioned  as  a 
new  man  elected  to  the  board.  We  must  have  a  minimum  of  21  direc- 
tors according  to  our  charter. 

The  Vice  Chairman.  Do  those  changes  result  from  nominations 
by  policyholders  of  new  men  to  the  board  of  directors? 

Mr.  MooERs.  All  of  the  nominees  for  the  board  of  directors  must 
receive  nominations  of  25  policyholders. 

Mr.  Gesell.  Yes;  but  wdiere  a  new  name  has  been  added  to  the 
slate  by  reason  of  25  policyholders  making  him  a  new  nominee,  has 
that  new  nominee  been  elected? 

Mr.  Mooers.  Usually  not. 

Mr.  Gesell.  In  some  cases  he  has  been  elected? 

Air.  Mooers.  I  don't  know  of  an  instance,  Mr.  Gesell,  where  he  has. 

The  Vice  Chairman.  You  were  speaking  of  Mr.  Colliflower  a 
moment  ago.  Did  he  go  on,  if  I  may  use  the  expression  without 
offense,  as  a  slate  candidate,  or  did  he  go  on  as  a  candidate  running 
against  somebody  suggested  by  the  management? 

Mr.  Mooers.  We  don't  have  company  slates  and  opposition  slates. 
I  am  not  familiar  with  the  practices  of  other  companies  in  that 
connection. 

The  Vice  Chairman.  I  know  you  don't. 

You  send  out  the  list  of  your  present  directors  who  are  up  for 
reelection? 

Mr.  Mooers.  Yes. 
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The  Vice  Chairman.  And  Mr.  Colliflower's  name  was  not  one  of 
those  suggested  in  that  letter  for  reelection  because  he  wasn't  a 
director. 

Mr.  MooERS.  No.  When  the  nomination  blanks  went  out  his 
name  wasn't  on  there;  only  the  names  of  those  directors  whose  terms 
expire  are  on  that  nomination  blank;  but  there  is  a  space  for  the 
policyholders  to  put  in  the  names  of  any  other  men  whom  they  prefer 
to  nominate  instead  of  the  men  whose  terms  expired,  and  Mr.  Colli- 
flower  received  at  least  25  nominations  to  put  his  name  on  the  ballot 
that  went  out  later  on. 

Senator  King.  I  don't  quite  understand  the  mechanics  yet.  Sup- 
pose that  you  have  an  election  next  year  and  all  of  the  present  directors 
are  candidates  for  reelection.  How  are  the  policyholders  advised 
that  those  same  persons  are  candidates  for  reelection? 

Mr.  MooERS.  Suppose  I  tell  you  what  we  are  going  through  right 
now  that  might  make  that  clear  to  you.  "We  sent  out  in  the  latter 
part  of  November  a  list  of  the  directors  whose  terms  are  expiring,  in 
this  nomination  blank  that  Mr.  Gesell  has  just  given  you.  We  have 
already  received  back  enough  nominations  to  renominate  those  direc- 
tors whose  terms  are  expiring  and  we  have  also  received  enough  nomi- 
nation blanks  from,  policyholders  to  nominate  a  man  from  Birming- 
ham, Ala.,  a  rather  promhient  man  down  there,  whose  name  has  been 
placed  on  the  ballot  along  with  the  directors  whose  terms  are  expiring, 
who  have  been  renominated.  It  has  just  been  sent  out  to  our  policy- 
holders. 

Senator  King.  So  that  this  so-called  independent  ticket  would 
consist  of  one  nonmember  of  the  board,  and  all  the  rest  are  present 
members  of  the  board? 

Mr.  M  GOERS.  That  is  right. 

Senator  King.  In  how  many  instances  since  you  have  been  secretary 
has  there  been  a  nonmember  of  the  board  voted  for;  that  is,  received 
enough  ballots  to  place  his  name  upon  the  final  ticket? 

Mr.  MooERs.  There  have  been  a  number,  where  there  have  been 
deaths  on  the  board  or  where  it  was  necessary  to  increase  the  number 
on  the  board. 

Senator  King.  In  how  many  instances  have  there  been  contests 
where  the  contesting  party  defeated  a  present  member  or  a  sitting 
member  of  the  board? 

Mr.  MooERs.  I  don't  recall  such  cases  as  that.  I  doubt  that  there 
have  been. 

Senator  Kir:G.  You  don't  recall  a  case  where  a  sitting  member  of 
the  board  was  ever  defeated  by  an  independent  candidate? 

Mr.  MooERs.  No. 

Mr.  Patterson.  I  would  like  to  know,  have  you  had  any  contests? 
It  isn't  quite  clear  to  me.     Have  you  had  any  contests? 

Mr.  MooERS.  Just  what  do  you  mean  by  contests? 

Mr.  Patterson.  I  mean  contests.  Have  independent  outsiders 
been  proposed  for  membership  on  the  board,  and  have  they  fought 
the  candidates  of  the  management? 

Mr.  MooERs.  No.  Usually  a  policyholder  who  feels  that  it  is 
good  advertising  for  him  to  get  his  name  on  the  ballot  will  get  25  or 
30  of  his  friends  to  send  his  name  in.  He  may  be  engaged  in  some 
activity  in  another  city  and  knows  it  is  quite  an  honor  to  be  a  member 
of  the  board,  and  he  will  get  his  name  in  his  local  paper  as  being 
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nominated,  but  he  has  never  pushed  it  actively  because  I  doubt  if  he 
expected  to  be  elected. 

Mr.  Patterson.  That  is  all  true,  I  quite  agree  'W'ith  you,  but  so  far 
as  you  know,  there  have  been  no  real  contests  for  election  to  the  board? 

Mr.  MooERS.  No. 

Senator  King.  As  I  understood  the  witness,  there  has  never  been  a 
successful  contest. 

Mr.  MooERs.  No. 

Mr.  Douglas.  In  connection  with  the  25,000  or  26,000  who  turn 
in  their  proxies,  are  most  of  those  proxies  signed  by  policyholders 
who  were  not  employees  or  officers  of  the  company? 

Mr.  MooERS.  Oh,  yes.  You  see,  we  have  only  400  employees  here 
in  the  home  office  and  there  are  about  25,000  proxies. 

Mr.  Douglas.  From  your  observation,  would  you  think  that  the 
system  that  you  employ  would  be  a  practicable  one  if  your  company 
doubled  in  size  or  trebled  in  size?  Does  it  have  any  relationship  to 
size? 

Mr.  MooERS.  Well,  we  have  used  this  system  ever  since  the  com- 
pany has  been  in  operation  and  we  now  have  over  $401,000,000  of 
business  in  force.  I  see  no  reason  why  the  company  couldn't  be 
operated  just  as  effectively  when  we  have  twice  that  volume  of 
business.  It  would  cost  a  litt|e  bit  more  to  send  out  the  nomina- 
tion blanks,  the  election  ballot  forms,  but  the  cost  per  policyholder 
should  be  even  less  as  the  company  grows. 

Mr.  Douglas.  I  understood  you  to  say  you  do  not  write  industrial 
insurance. 

Mr.  MooERS.  No;  we  have  no  policies  less  than  $1,000,  and  no  doubt 
that  would  have  an  effect  on  the  cost. 

Senator  King.  If  a  great  deal  of  your  business  were  industrial 
business  and  in  centers  of  population  where  a  considerable  part  of  the 
population  consisted  of  Italians  and  others  who  perhaps  were  not 
fully  indoctrinated  into  American  ways,  some  different  questions 
would  be  presented  then. 

Mr.  MooERs.  Oh,  yes;  it  might  not  be  at  all  practicable  then;  if 
we  had  2  hundred,  3  hundred,  and  4  hundred  dollar  policies  it  might 
not  be  practical  to  follow  this  plan  we  follow. 

Mr.  Gesell.  I  have  no  further  questions  of  this  witness. 

(The  witness,  Mr.  Samuel  E.  Mooers,  was  excused.) 

Mr.  Gesell.  The  next  witness  is  Mr.  Smith. 

The  Vice  Chairman.  Mr.  Smith,  will  you  be  sworn.  Do  you 
solemnly  swear  the  testimony  you  are  about  to  give  will  be  the  truth, 
the  whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Smith.  I  do. 

TESTIMONY  OF  HERBERT  S.  SMITH,  LEGAL  DEPARTMENT,  MUTUAL 
LIFE  INSURANCE  CO.  OF  NEW  YORK,  NEW  YORK,  N.  Y. 

ELECTION    OF    DIRECTORS MUTUAL    LIFE 

Mr.  Gesell.  "WUl  you  state  your  full  name,  please? 
Mr.  Smith.  Herbert  S.  Smith. 

Mr.  Gesell.  Are  you  employed  by  the  Mutual  Life  Insurance  Co. 
of  New  York? 
Mr.  Smith.  I  am. 
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Mr.  Gesell.  In  what  capacity? 

Mr.  Smith.  In  the  legal  department  of  the  company. 

Mr.  Gesell.  Are  you  familiar  with  the  practices  of  your  company 
in  connection  with  the  election  of  directors? 

Mr.  Smith,  I  am.     We  call  our  directors  trustees. 

Mr.  Gesell.  Is  there  any  distinction  at  law  between  a  trustee  and 
a  director? 

Mr.  Smith.  No;  there  is  not.  I  believe  the  corporation  law  of 
New  York  classes  directors  and  all  people  who  act  in  that  capacity  the 
same  as  trustees. 

Mr.  Gesell.  Will  you  tell  us  the  procedure  which  is  followed  by 
the  Mutual  Life  Insurance  Co.  in  connection  with  the  election  of 
directors? 

Mr.  Smith.  Well,  section  94  of  the  New  York  insurance  law  makes 
it  incumbent  upon  the  present  board  at  least  7  months  prior  to  the 
date  of  election  to  nominate  candidates  for  every  vacancy  on  the 
board. ^     That  will  be  in  our  case  36  candidates. 

Mr.  Gesell.  You  have  a  board  of  directors  of  36  people? 

Mr.  Smith.  36;  yes,  sir. 

Mr.  Gesell.  Are  all  of  those  directors  reelected  each  year? 

Mr.  Smith.  Yes;  they  have  been  and  will  be  up  to  the  election  this 
year. 

Mr.  Gesell.  Or  it  is  every  other  year? 

Mr.  Smith.  Every  2  years;  pardon  me. 

Mr.  Gesell.  Every  other  year  all  36  directors  come  up  for  reelec- 
tion. 

Mr.  Smith.  That  is  correct. 

Mr.  Gesell.  Will  you  go  on,  sir. 

Senator  King.  Unless  some  of  them  die  in  the  meantime,  and  I 
suppose  you  don't  have  immortality  with  your  directors. 

Mr.  Smith.  Unfortunately  we  do  not. 

The  board  having  made  the  nominations,  the  certificate  of  nomina- 
tion is  executed  in  duplicate  and  filed  with  the  superintendent  of 
insurance  at  Albany,  and  with  the  home  office,  and  that  ticket  is 
designated  by  the  statute,  section  94,  as  the  "administration  ticket." 
Within  5  months  of  the  election  policyholders  may  make  nomina- 
tions, independent  nominations.  If  no  independent  nominations  are 
filed,  sometime  subsequent  to  the  expiration  of  the  period  the  superin- 
tendent of  insurance  usually  notifies  the  company  of  that  fact  and  they 
prescribe  the  ballot,  the  form  of  the  ballot,  and  as  he  is  empowered  to 
do  under  section  94,  he  prescribes  rules  and  regulations  for  the  conduct 
of  the  election. 

Mr.  Gesell.  Since  1913  there  have  been  no  contested  elections  at 
the  Mutual  Life,  have  there? 

Mr.  Smith.  No,  there  have  not;  and  that  was  not  a  contested 
election. 

Mr.  Gesell.  We  will  come  to  that.  Then  do  I  understand  that 
there  has  always  been  simply  an  administration  ticket  of  the  policy- 
holders since  that  time? 

Mr.  Smith,  That  is  correct. 

Mr.  Gesell.  What  kind  of  notice  is  given  to  the  policyholders  of 
their  right  to  participate  in  these  elections? 

« See  "EitJibit  No.  232",  appendix,  p.  1522,  at  p.  1523. 
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Mr.  Smith.  Since  about  the  first  of  1536,  I  should  say,  along  about 
1936,  a  notice  has  been  printed  on  the  premium  receipts  which  are 
sent  to  the  policyholders,  either  annually  or  semiannually  or  quarterly 
as  their  premiums  may  be  paid.  Every  time  they  get  a  premium 
notice,  they  get  a  form  of  premium  receipt  which  accompanies  that 
with  notice  of  the  election  on  it. 

Mr.  Gesell.  Possibly  you  can  answer  the  question  I  directed  to 
Mr.  Judson.  Was  the  use  of  this  notice  on  the  premium  receipt  the 
result  of  a  requirement  suggested  by  the  superintendent  of  insurance 
in  the  State  of  New  York? 

Mr.  Smith.  Yes;  I  should  say  it  was. 

Mr.  Gesell.  He  wrote  a  letter,  did  he  not,  to  all  of  the  companies 
operating  in 

Mr.  Smith  (interposing).  Promulgated  a  ruling,  I  would  say. 

Mr.  Gesell.  Which  required  this  notice  on  premium  receipts. 

Mr.  Smith.  That  is  correct. 

Mr.  Gesell.  Your  company  had  not  prior  to  that  time  given  any 
notice  on  the  premium  receipt? 

Mr.  Smith.  We  had  not,  to  my  knowledge. 

Mr.  Gesell.  Is  it  correct  to  say  that  you  adhere  to  the  minimum 
statutory  requirements  with  respect  to  notice? 

Mr.  Smith.  Yes;  that  is  so.  That  is,  we  do  nothing  in  adition  to 
what  the  superintendent  of  insurance  prescribes  and  the  statute 
prescribes  we  shall  do. 

Mr.  Gesell.  You  put  notice  in  the  New  York  local  papers  for  the 
period  of  time  prescribed,  and  you  put  notice  on  the  premium  receipt? 

Mr.  Smith.  Yes,  sir;  as  directed  by  the  insurance  department. 

Mr.  Gesell.  Are  any  proxies  or  ballots  sent  out  to  your  policy- 
holders at  all? 

Mr.  Smith.  Only  in  very  rare  instances  where  there  may  he  some 
special  request  for  it.     No  ballots  are  sent  out  to  anyone. 

Mr.  Gesell.  There  are  no  ballots  printed  for  general  distribution 
to  the  policyholders. 

Mr.  Smith.  No. 

Mr.  Gesell.  You  do  send  an  occasional  proxy  to  a  policyholder 
who  indicates  an  interest  in  voting? 

Mr.  Smith.  We  would;  yes. 

Mr.  Gesell.  There  are  not  very  many  of  those,  are  there? 

Mr.  Smith.  Very  few. 

The  Vice  Chairman.  How  many  of  your  policyholders  request  a 
blank  upon  which  they  can  indicate  their  choice? 

Mr.  Smith.  To  the  best  of  my  recollection,  we  probably  have  not 
had  more  than  four  a  year,  and  maybe  less,  for  the  past  three  elec- 
tions.    Previous  to  that  I  don't  recall. 

The  Vice  Chairman.  How  many  policyholders  do  you  have? 

Mr.  Smith.  We  have  approximately  800,000,  a  Uttle  over  that. 

The  Vice  Chairman.  Four  out  of  800,000  get  nervous  about  the 
situation  and  want  to  vote. 

Mr.  Smith.  That  seems  to  be  the  case;  yes,  sir. 

The  Vice  Chairman.  What  percentage  of  your  people  live  in  the 
neighborhood  of  New  York;  I  mean  what  percentage  of  your  policy- 
holders live  in  the  neighborhood  of  New  York? 

Mr.  Smith.  I  don't  know,  I  have  never  seen  any  record  of  that. 
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Mr.  Gesell.  You  sell  insurance  in  every  State  in  the  country,  do 
you  not? 

Mr.  Smith.  Every  State  with  the  exception  of  Texas. 

Mr.  Gesell.  And  your  policyholders  may  be  more  in  one  State 
and  less  in  another,  but  you  have  policyholders  in  every  State  except 
Texas. 

Mr.  Smith.  Yes,  sir.     There  are  still  some  poHcyholders  in  Texas. 

The  Vice  Chairman.  The  point  I  was  trying  to  get  at  is  this:  This 
newspaper  publicity  which  is  supposed  to  have  some  purpose  is  con- 
fined to  two  newspapers  each  time  in  the  city  of  New  York,  is  that 
right? 

Mr.  Smith.  That  is  correcr,  and  that  is  done  in  accordance  with  the 
regulation  prescribed  by  the  superintendent  of  insurance. 

The  Vice  Chairman.  I  understand. 

Representative  Reece.  What  type  of  insurance  do  you  sell?  Do 
you  sell  industrial  insurance? 

Mr.  Smith.  No;  only  straight  life. 

The  Vice  Chairman.  May  I  ask  you  this  question  as  a  practical 
proposition:  All  this  arrangement  with  reference  to  the  opportunity 
of  policyholders  to  vote — has  that  arrangement  at  any  time  resulted 
in  serious  effort  on  the  part  of  the  policyholders  to  establish  an  inde- 
pendent control  of  the  organization? 

Mr.  Smith.  Not  in  my  experience. 

Mr.  Gesell.  Let  me  ask  you  this.  Do  you  make  any  use  of  your 
agency  force  in  any  way  in  getting  in  proxies  and  ballots? 

Mr.  Smith.  Absolutely  not. 

Mr.  Gesell.  Do  you  give  your  policyholders  any  notice  that  they 
have  a  right  to  make  independent  nominations  to  the  board  of  directors? 

Mr.  vSmith.  Only  the  reference  to  the  statute,  section  94,  in  the 
notice  on  the  premium  receipt. 

Mr.  Gesell.  That  is  after  the  time  for  independent  nomination  has 
passed,  is  it  not,  Mr.  Smith? 

Mr.  Smith.  No;  they  get  that  every  time  they  get  a  premium 
receipt. 

Mr.  Gesell.  Oh,  you  mean  the  premium  receipt  recording  the  fact 
that  the  elections  are  conducted  pursuant  to  section  94  of  the  New 
York  statute. 

Mr.  Smith.  Yes,  sir. 

Mr.  Gesell.  You  do  not  specifically  call  to  their  attention  that 
section  94  of  the  New  York  statute  provides  for  independent  nomina- 
tions to  the  board. ' 

Mr.  Smith.  Not  by  any  public  notice.  We  have  done  that  some- 
times in  writing  policyholders  who  have  inquired  about  the  election. 

Mr.  Gesell.  If  someone  expresses  an  interest,  you  do  give  more 
details. 

Mr.  Smith.  Yes. 

Mr.  Gesell.  Have  you  with  you  a  record  of  the  voting  in  the  1938 
election? 

Mr.  Smith.  There  was  no  election  in  1938. 

Mr.  Gesell.  Your  last  was  1937? 

Mr.  Smith.  '37. 

Mr.  Gesell.  How  many  votes  were  cast  in  1937?     Was  it  177? 

Mr.  Smith.  One  hundred  and  seventy-seven,  I  think,  is  correct. 

I  See  "Exhibit  No.  232",  appendix,  p.  1522,  at  p.  1523. 
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Mr.  Gesell.  Is  it  correct  to  state  that  all  of  those  votes  were  cast, 
in  person  except  for  one  vote  which  was  cast  by  proxy  and  one  which 
was  cast  by  mail? 

Mr.  Smith.  I  think  that  is  so,  I  wouldn't  want  to  say  [examining 
records).  Yes;  one  by  proxy  and  one  by  mail,  the  rest  were  cast  in 
person. 

Mr.  Gesell.  One  hmidred  and  seventy-five  votes  were  cast  in 
person? 

Mr.  Smith.  Yes,  sir. 

Mr.  Gesell.  Were  those  votes  by  home  office  employees,  Mr. 
Smith,  in  large  part? 

Mr.  Smith.  Probably  they  were.  There  may  have  been  some 
policyholders  who  were  not  connected  with  the  company  who  came  in 
and  voted,  but  undoubtedly  a  majority  of  them  were  home-offico 
employees,  or  someone  connected  with  the  company. 

Mr.  Gesell.  So  the  majority  of  the  votes,  then,  were  cast  by  some- 
one connected  with  the  Mutual  Life  Insurance  Co.? 

Mr.  Smith.  Yes. 

Mr.  Gesell.  Let  us  take  your  previous  election.  That  was  in 
1935,  was  it  not? 

Mr.  Smith,  Yes,  sir. 

Mr.  Gesell.  How  many  votes  were  cast  then? 

Mr.  Smith.  I  couldn't  say.  Those  figures  are  all  set  forth  in  full  in 
schedule  L  that  accompanies  the  company's  annual  statement  that 
goes  to  the  insurance  department  of  every  State  and  is  a  public  record. 

Mr.  Gesell.  I  have  handed  you  a  docum.ent  which  will  enable  you, 
I  think,  to  answer  the  question  I  have  just  asked  as  to  how  many 
votes  were  in  cast  in  1935. 

Mr.  Smith.  One  hundred  and  forty. 

Mr.  Gesell.  Were  those  votes  all  cast  in  person? 

Mr.  Smith.  One  hundred  and  thirty-nine  were  cast  in  person  and 
1  was  cast  by  proxy. 

The  Vice  Chairman.  Just  a  minute  on  that  point.  Are  those  votes 
in  the  main  cast  by  the  office  force,  the  organization  in  the  building? 

Mr.  Smith.  Not  necessarily  in  the  building.  They  may  come  from 
the  agencies,  but  a  great  many  of  them  would  come  from  the  home- 
office  building. 

Senator  King.  They  were  all  policyholders,  of  course. 

Mr.  Smith.  No  one  but  a  policyholder  may  vote  under  the  law. 
The  election  is  entirely  in  the  hands  of  the  inspectors. 

Mr.  Gesell.  I  would  like  to  go  back  a  little  more  into  more  ancient 
history  a  moment,  Mr.  Smith.  In  1923  you  had  36  directors  up  for 
election,  did  you  not? 

Mr.  Smith.  Yes,  sir.  That  is,  the  ticket  was  complete  when  the 
vote  was  cast.  If  a  candidate  should  die  or  resign  within  a  5- 
month  period  the  ticket  could  not  be  filled  until  the  new  board  was 
elected  and  organized. 

Mr.  Gesell.  Your  best  recollection  is  that  there  were  36  directors 
on  the  1923  election? 

Mr.  Smith.  We  will  assume  that  is  so. 

Air.  Gesell.  How  many  votes  wei^  cast  at  that  election,  Mr. 
Smith?     Was  it  not  21  votes? 

Mr.  Smith.  That  is  right. 

124491— 3y—pt.  4 16 
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.Mr.  Gesell.  There  were  21  votes  cast  for  36  directors.  Do  you 
know  whether  those  votes  were  cast  by  home  office  employees? 

Mr.  Smith.  I  believe  they  were.  There  are  one  or  two  names 
there  that  I  am  not  quite  sure  of. 

Mr.  Gesell.  Looking  at  a  list  of  the  persons  who  voted  at  that 
election,  am  I  correct  in  saying  that  except  for  one  or  two  names  you 
cannot  identify,  you  identify  all  the  names  as  being  home  office 
employees  who  voted  on  this  occasion? 

Mr.  Smith.  That  is  correct. 

Mr.  Gesell.  With  respect  to  the  election  immediately  preceding 
that  in  1921,  is  it  correct  to  state  that  some  36  directors  were  elected 
by  25  votes? 

Mr.  Smith.  I  am  willing  to  accept  your  statement  if  that  is  in 
accordance  with  the  record. 

Senator  King.  I  suggest  in  order  to  expedite  the  matter  the  counsel 
just  state  what  the  fact  is  and  let  them  answer  because  obviously 
there  is  no  controversy. 

Mr.  Gesell.  That  is  the  last  one,  Senator. 

Mr.  Smith.  That  is  correct. 

Mr.  Gesell.  Were  those  votes  cast  entirely  by  home-office  em- 
ployees? 

Mr.  Smith.  Either  by  home-office  employees,  I  should  say,  or  per- 
sons connected  with  the  company. 

Mr.  Gesell.  How  many  contested  elections  have  there  been  in  the 
history  of  the  Mutual  Life  since  1906? 

Mr.  Smith.  That  antedates  my  practical  experience,  but  I  think 
there  were  two. 

Mr.  Gesell.  One  in  1906  and  one  in  1911,  is  that  correct? 

Mr.  Smith.  That  is  correct. 

Mr.  Gesell.  In  1906  there  was  a  complete  rival  slate,  is  that  not 
correct? 

Mr.  Smith.  I  think  there  were  several. 

Mr.  Gesell.  And  several  different  slates? 

Mr.  Smith.  Yes. 

Mr.  Gesell.  The  administration's  ticket  won  out,  did  it  not? 

Mr.  Smith.  It  did. 

Mr.  Gesell.  In  1911  there  was  simply  one  independent  nominee, 
is  that  not  correct? 

Mr.  Smith.  That  is  my  recollection;  yes. 

Mr.  Gesell.  He  was  defeated? 

Mr.  Smith.  I  think  that  is  also  correct. 

Mr.  Gesell.  Have  you  a  record  as  to  the  votes  cast  as  opposed  to 
the  total  votes  cast  for  the  administration's  directors  on  that  occasion? 

Mr.  Smith.  I  am  n6t  certain  we  have. 

Mr.  Gesell.  Can  you  give  me  an  approximate  figure,  Mr.  Smith. 

Mr.  Smith,  I  could  not.     Mr.  Bell  told  me  it  was  about  13,000. 

Mr.  Haughton  Bell  (of  counsel).  I  think  it  was  about  13,000  to 
2,000. 

Mr.  Gesell.  About  13,000  to  2,000? 

Mr.  Bell.  That  is  my  recoUection.     We  can  verify  it. 

Mr.  Gesell.  Were  you  connected  With  the  company  in  1913? 

Mr.  Smith.  Yes,  sir. 

Mr.  Gesell.  Are  you  acqauinted  with  what  happened  on  that  elec- 
tion with  respect  to  an  independent  nominee? 
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Mr.  Smith.  Very  vaguely  if  at  all.  I  had  nothing  to  do  with  the 
elections  prior  to  '21. 

Mr.  Gesell.  The  gentleman  who  handled  that  is  now  dead,  is  he 
not? 

Mr.  Smith.  To  the  best  of  my  knowledge  there  is  no  one  now  alive 
who  would  be  familiar  with  the  three  elections. 

Mr.  Gesell.  For  the  benefit  of  the  committee,  at  some  later  date 
would  it  be  possible  for  you  to  prepare  for  us  a  memorandum  of  what 
happened  on  the  occasion  of  those  three  elections  so  that  we  may 
have  it  for  the  record  ? 

Mr.  Smith.  We  could  prepare  a  memorandum  from  such  informa- 
tion as  we  can  find  in  our  files. 

Mr.  Bell.  The  figures  for  the  1911  election  were  approximately 
13,000  to  approximately  2,200. 

Mr.  Gesell.  That  was  in  1911? 

Mr.  Bell.  Yes. 

Senator  King.  Was  that  an  entire  new  slate? 

Mr.  Bell.  Only  one  man  was  nominated  on  the  independent  ticket, 
sir. 

Senator  King.  He  received  2,000  votes. 

Mr.  Bell.  Twenty-two  hundred  votes  and  the  administration's 
ticket  about  13,000  votes. 

Mr.  Gesell.  I  believe  you  stated  in  the  early  part  of  your  testi- 
mony that  beginning  in  1939  there  will  be  a  slightly  different  procedure 
followed  with  respect  to  the  election  of  directors. 

Mr.  Smith.  There  will  be;  yes. 

Mr.  Gesell.  Am  I  correct  in  saying  that  instead  of  reelecting  the 
entire  board  every  2  jears,  the  charter  of  the  Mutual  Life  has  been 
amended  to  provide  for  the  election  of  a  tliird  of  the  board  every  year? 

Mr.  Smith.  That  is  correct. 

Mr.  Gesell.  Are  30U  acquainted  with  why  that  change  was  made 
in  the  charter  of  your  company? 

Mr.  Smith.  It  was,  as  far  as  I  know,  made — what  I  did  in  connection 
with  it  was  done  at  the  direction  of  the  vice  president  and  general 
counsel. 

Mr.  Gesell.  Some  work  on  the  mechanics?  Do  you  know  why  it 
was  done? 

Mr.  Smith.  No;  I  do  not.  I  assume,  if  you  want  my  assumption, 
that  it  was  done  because  the  New  York  law  was  amended  permitting 
such  a  change,  in  1927,  I  think,  and  it  might  have  been  deemed  poor 
policy  to  have  a  board  of  36  experienced  men  all  go  out  in  1  year, 
possibly. 

Mr.  Gesell.  The  result  of  it  will  be  that  if  someone  wishes  to  place 
a  majority  of  his  designees  on  the  Board  of  Directors  he  will  have  to 
prevail  in  two  contested  elections,  rather  than  in  one,  is  that  not 
correct? 

Mr.  Smith.  That  is  so ;  yes,  sir. 

Senator  King.  I  assume  the  belief  was  that  by  staggering  the  mem- 
bership it  would  have  some  better  results  in  administration.  Instead 
of  all  of  them  going  out  at  once  you  would  have  the  majority  of  them 
remain  in  office  constantly;  that  is  to  say,  until  the  next  election. 

Mr.  Smith,  That  is  probably  so.  Undoubtedly  the  fact  that  the 
company's  original  charter  provided  for  four  classes  of  trustees  may 
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have  had  something  to  do  with  it;  that  was  the  original  idea  of  the 
incorporators  of  the  company. 

Senator  King.  With  different  terms  of  office  when  you  had  four? 

Mr.  Smith.  Prior  to  1906  the  board  was  in  classes,  the  insurance  law 
after  the  Armstrong  investigation  provided  that  the  entire  board 
should  go  out  every  2  years,  or  at  times,  in  1  year.  In  1927  the 
insurance  law  was  amended  to  permit  the  companies  to  amend  their 
charters  so  that  the  board  could  be  set  down  in  three  classes,  I 
assume  the  insurance  department  thought  that  was  a  wise  thing. 

Senator  King.  So  you  just  followed  the  changes  made  in  the 
Statute  of  New  York? 

Mr.  Smith.  Correct. 

Mr.  Gesell.  The  statute  was  permissive  and  not  mandatory,  was 
it  not? 

Mr.  Smith.  Yes. 

Mr.  Gesell.  I  have  no  further  questions. 

Mr.  Davis.  Mr.  Smith,  as  T  understand,  your  company  observes  the 
minimum  requirements  of  the  New  York  statute  with  respect  to 
giving  notice  to  policyholders  of  elections  and  nominees,  but  you  da 
no  more  than  that  unless  it  be  upon  request.     Is  that  correct? 

Mr.  Smith.  That  is  so. 

Mr.  Davis.  Is  there  anything  in  the  New  York  statutes  which 
restrict  you  to  this  particular  character  of  notice;  that  is,  advertise- 
ments in  two  New  York  papers  and  then  the  information  on  the 
premium  receipts  that  elections  are  held  according  to  a  certain  section 
of  the  statute? 

Mr.  Smith.  Do  you  mean  that  we  might  do  something  in  addition 
to  the  statute? 

Mr.  Davis.  Oh,  yes;  if  you  desired  to  do  so,  it  would  be  perfectly 
legal  for  you  to  give  other  further  notice  to  your  policyholders  of 
those  matters. 

Mr.  Smith.  It  would  be  legal,  I  should  say.  The  insurance  depart- 
ment mi^ht  question  the  additional  expense. 

Mr.  Davis.  Have  you  ever  made  any  inquiry  of  the  insurance 
commissioner  as  to  whether  they  had  any  objection  to  you  informing 
your  policyholders  of  these  matters? 

Mr.  Smith.  Not  to  my  knowledge. 

Mr.  Davis.  Do  you  really  think  they  would  have  any  objection? 

Mr.  Smith.  I  couldn't  say,  sir. 

Mr.  Davis.  While  theoretically  yours  is  a  mutual  company  in 
which  each  policyholder  is  legally  entitled  to  participate  in  the 
elections  of  the  board  of  directors,  yet  in  actual  practice  is  it  not  a 
fact  that  your  board  of  directors  and  your  officers  are  self  perpetuating? 

Mr.  Smith.  In  view  of  the  experience  in  1906, 1  would  question  that. 

Mr.  Davis.  That  was  an  upheaval  following  the  Hughes  report, 
was  it? 

Mr.  Smith.  Yes;  that  was  immediately  following  the  Armstrong 
investigation. 

Mr.  Davis.  But  with  that  exception,  the  board  of  directors  have 
been  elected  which  were  slated  by  the  existing  oflBcers,  and  the  oflBcers 
in  turn  were  elected  by  the  board  so  elected.     That  is  correct,  is  it  not? 

Mr.  Smith.  Well,  the  statute  gives  the  policyholders  ample  means 
of  expressing  their  feelings  if  thej^  wish  a  change.  The  fact  that  they 
make  no  move  I  should  say  was  indication  that  over  a  long  period  of 
years  there  was  no  general  desire  to  do  so. 
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Mr.  Gesell.  Mr.  Smith,  if  a  policyholder  didn't  happen  to  read 
the  New  York  Times  or  the  New  York  Journal  of  Commerce,  or 
happen  to  look  on  the  back  of  his  premium  receipt,  he  would  have  no 
way  of  knowing  that  he  had  any  rights  in  the  matter  at  all,  would  he? 

Mr.  Smith.  He  would  have  no  public  notice. 

Mr.  Gesell.  How  would  he  get  any  private  notice? 

Mr.  Smith.  If  he  was  very  much  interested  he  certainly  coiild  be 
enlightened  on  the  subject.  There  are  insurance  departments  in 
every  State  who  would  undoubtedly  inform  any  pohcyholder  who 
wanted  information  on  the  subject. 

Senator  King.  Isn't  there  an  assumption  that  a  man  who  obtains  a 
policy,  if  he  is  interested  enough  to  go  to  a  company,  interested  enough 
to  inquire  as  to  the  best  company,  and  he  gets  a  policy,  that  he  vnll 
make  some  inquiry  as  to  his  rights  under  the  policy,  the  benefits  to 
be  derived,  and  the  disadvantages  which  will  result? 

Mr.  Smith.  I  should  think  so. 

Senator  King.  Much  the  same  as  an  industrial  or  other  corporation, 
a  man  buying  stock  in  a  corporation,  if  he  does  not  go  to  the  law  under 
which  it  is  incorporated,  the  charter  of  the  company  to  determine 
just  what  his  obligation  is  and  liabilities  are,  he  may  sometimes  be 
rudely  awakened  and  find  that  he  had  assumed  obligations  that  he  was 
not  aware  of?  In  other  words,  a  caveat  emptor  has  some  little  applica- 
tion if  a  man  buys  stock  or  if  he  obtains  an  insurance  policy? 

Mr.  Smith.  I  should  say  that  was  so. 

Mr.  Gesell.  Well,  now,  Mr.  Smith,  let  us  suppose  I  was  well 
informed  as  a  policyholder  of  your  company  concerning  the  election 
laws  in  the  State  of  New  York,  and  of  the  rights  that  I  had  as  a  policy- 
holder, I  would  still  be  a  long  way  from  having  my  opinions  expressed 
through  my  representative  on  the  board  of  directors,  would  I  not? 
I  would  have  to  get  a  list  of  your  policyholders  first  of  all.  I  would 
have  to  petition  the  State  insurance  commissioner  to  get  that.  When 
you  gave  me  the  list  it  would  contain  many  millions  of  names.  I 
would  then  have  to  solicit  that  list  at  my  own  expense,  would  I  not? 
There  are  some  practical  difficulties,  in  other  words,  if  someone  wishes 
to  have  his  position  or  his  point  of  view  expressed  on  the  board  of 
directors  of  your  company? 

Mr.  Smith.  Yes;  there  are  some  difficulties.    I  think  there  should  be. 

Mr.  Gesell.  Well,  I  understood  you  to  say  to  Senator  King  that 
the  law  gave  ample  opportunity  to  a  policyholder  in  this  regard  and 
I  was  simply  trying  to  find  out  whether  you  felt  the  law  was  such  as 
to  make  it  an  easy  and  a  relatively  simple  matter  for  the  policyholder. 

Mr.  Smith.  Why,  there  are  a  great  many  policyholders.  I  should 
say  that  it  would  be  much  easier  to  find  them. 

Mr.  Patterson.  Mr.  Smith,  what  do  you  mean  when  you  say  there 
should  be  difficulties  for  the  policyholder?  I  don't  quite  foUow  you 
there. 

Mr.  Smith.  I  meant  a  single  policyholder.  What  I  meant  was 
that  it  is  a  very  expensive  thing  for  a  company  to  have  to  file  a  list 
of  all  its  policyholders,  and  if  one  policyholder  out  of  one  million  or 
more  could  do  that,  why  the  company  would  be  kept  at  a  constant 
expense. 

Mr.  Patterson.  Mr.  Smith,  I  don't  mean  to  embarrass  you. 
You  really  do  not  feel  that  there  should  be  difficulties  in  the  way  of 
the  policyholder?  You  want  to  make  it  as  easy  as  possible,  do  you 
not? 
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Mr.  Smith.  I  do  not  mean  it  that  way  at  all. 

Mr.  Patterson.  But  you  did  say  there  should  be  difficulties. 

Mr.  Smith.  I  did  not  mean  it  that  way.  What  I  meant  was  that 
there  should  be  some  provision  limiting  the  number  of  policyholders 
to  put  the  company  to  the  expense  of  compiHn^  policy  lists,  and 
sending  out  ballots  to  one  million  or  more  policyholders  under  the 
election  law. 

Mr.  Patterson.  Thank  you. 

Mr.  Gesell.  I  have  no  further  questions. 

Mr.  Bell.  May  I  ask  one  question? 

The  Vice  Chairman.  May  I  ask  one  question,  if  you  please,  sir? 
Is  there  anything  peculiar  about  the  organization  of  insurance  com- 
panies? I  think  I  would  like  to  withdraw  that  question.  Is  there 
anything  distinctive  about  the  insurance  company  that  would  make 
problems  of  election  by  people  in  interest  any  different  from  that  of  a 
railroad  company  or  any  other  corporation  that  has  a  large  distributed 
ownership? 

Mr.  Smith.  I  should  say  that  there  would  be  an  analogous  situation. 

The  Vice  Chairman.  Some  things  we  are  inquiring  into  here  with 
reference  to  insurance  companies  are  things  that  arc  probably  common 
to  the  organization  and  operation  of  corporations  with  distributed 
ownerships. 

Mr.  Smith.  I  would  imagine  so. 

Mr.  Bell.  There  were  two  communications  from  the  superinten- 
dent of  insurance,  one  of  which  has  a  bearing  on  the  subject  Mr. 
Patterson  was  asking  about,  which  shows  something  of  the  evolution 
of  the  law,  and  the  other  is  a  letter  which  was  found  in  our  files 
addressed  to  the  president  of  the  New  York  Life  Insurance  Co. 
shortly  after,  or  about  the  time  of,  one  of  these  contested  elections, 
which  shows  the  theory  of  the  law,  and  I  think  that  perhaps  while 
tliis  subject  is  being  considered,  those  might  be  read.  They  are  not 
very  long. 

The  Vice  Chairman.  Would  you  hke  to  submit  it  for  the  consid- 
eration of  the  committee? 

Mr.  Bell.  Yes,  I  would;  particularly  this  recommendation  to  the 
legislature  which  was  made  by  the  Superintendent  of  Insurance  of 
New  York  in  1915,  and  which  I  think  had  reference  to  the  contested 
election  of  the  Mutual  Life  in  1911,  and  showing  that  the  expense 
and  difficulty  which  one  of  these  contests  inight  put  a  company  to 
would  be  great.  Prior  to  that  time  nominations  might  have  been 
made  by  100  policyholders. 

The  Vice  Chairman.  If  you  appear  in  the  capacity  of  a  witness, 
in  view  of  the  rule  which  we  have  had,  perhaps  it  would  be  just  as  well 
to  be  sworn..  Do  you  solemnly  swear  the  testimony  you  are  about 
to  give  is  the  truth,  the  whole  truth,  and  nothing  but  the  truth,  so 
help  you  God? 

Mr.  Bell.  I  do. 

TESTIMONY  OF  HAUGHTON  BELL,  ASSISTANT  GENERAL  COUNSEL 
OF  THE  MUTUAL  LIFE  INSURANCE  CO.  OF  NEW  YORK,  NEW 
YORK,  N.  Y. 

The  Vice  Chairman.  Now  give  your  full  name  and  relationship 
to  the  company. 
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Mr.  Bell.  Haughton  Bell,  assistant  general  counsel  of  the  Mutual 
Life. 

The  Vicrs  Chairman.  Does  this  interfere  with  your  program? 

Mr.  Gesell.  I  don't  know  how  long  it  will  take.  It  does  not 
otherwise. 

The  Vice  Chairma      Go  ahead. 

Mr.  Bell.  This  is  an  extract  from  the  fifty-sixth  annual  report  of, 
the  superintendent  of  insurance  for  the  State  of  New  York,  addressed 
to  the  legislature,  under  date  of  February  15,  1915.     He  says: 

ELECTION  OP  DIRECTORS  IN  MUTUAL  COMPANIES 

A  matter  to  which  your  attention  has  been  drawn  before  is  the  provision  of  the 
Insurance  Law  respecting  the  election  of  directors  of  mutual  companies.  Under 
section  94  such  companies  are  required  to  file  with  the  department  before  each 
election  of  directors  two  complete  lists  of  the  names  and  post  office  addresses  of 
their  policyholders  whose  insurance  has  been  in  force  twelve  months  prior  thereto. 
Under  the  law  it  is  a  matter  of  no  consequence  whether  there  is  a  contest  between 
opposing  candidates  for  the  position  of  director  or  not;  the  lists  must  be  filed  in 
any  event. 

It  is  submitted  for  your  consideration,  and  the  recommendation  is  made  that 
an  amendment  be  adopted  which  will  obviate  the  necessity  of  filing  the  lists  where 
there  is  no  opposition  to  the  election  of  the  board  proposed  by  the  company. 
The  preparing  of  the  lists  involves  an  expense  which  cannot  be  justified  if  no  use 
is  to  be  made  of  them.  The  filing  of  them  on  such  occasions  but  burdens  the 
records  of  the  department  and  fills  its  storage  rooms  with  a  mass  of  material 
which  serves  no  purpose  whatever,  but  requires  the  time  and  care  of  department 
employees  without  any  compensating  benefit  to  the  State  or  the  policyholders  of 
the  companies. 

Thore  must  be  no  weakening  of  the  law  which  would  impair  in  any  way  the  rights 
of  policyholders  to  select  the  directors  of  their  respective  companies,  so  I  am  not  in 
favor  of  interfering  with  or  amending  those  subdivisions  of  the  section  wherein 
the  very  elaborate  and  detailed  method  for  conducting  an  election  is  set  forth.  In 
practice,  the  machinery  proves  expensive,  but  when  used  to  determine  a  real  and 
substantial  contest  for  the  election  of  directors  it  is  worth  all  it  costs,  as  it  is  at  care- 
fully worked  out  system  for  insuring  to  the  policyholders,  no  matter  where  located, 
their  right  to  vote,  and  also  the  careful  canvassing  of  all  votes  cast.  When,  how- 
ever, there  is  no  opposition  to  the  board  nominated  by  the  administration,  or  when 
there  is  a  contest  not  instituted  in  good  faith,  then  such  expense  is  a  sheer  waste 
of  policyholders'  money,  and  is  indefensible.  The  last  contest  of  this  latter  kind 
in  one  of  New  York's  largest  mutual  companies,  although  absolutely  futile  of 
result,  cost  over  $40,000. 

To  retain  all  that  is  precautionary  and  good  in  the  election  statute  and  at  the 
same  time  overcome  the  defect  pointed  out,  it  is  recommended  that  the  law  bo 
amended  so  as  to  give  the  Superintendent  a  discretion  in  the  matter  of  requiring 
companies  to  file  a  list  of  policyholders.  If  the  department  satisfies  itself  that 
there  is  a  genuine  and  bona  fide  desire  on  the  part  of  any  considerable  number 
of  policyholders  to  nominate  a  board  in  opposition  to  that  nominated  by  the 
administration,  then  the  Superintendent  should  be  permitted  to  order  the  list, 
or  such  portion  of  the  list  to  be  filed  as  would  permit  the  dissatisfied  policyholders 
to  secure  the  names  and  addresses  of  as  many  more  of  their  number  as  would  be 
Bufficient  for  their  purposes  in  starting  a  campaign  in  opposition  and  placing  a 
ticket  of  their  own  in  nomination.  In  this  connection  it  is  suggested  that  in  a 
company  having  over  one  hundred  thousand  policies  outstanding,  each  in  amoimt 
of  $1,000  or  more,  no  S':parate  ticket  from  that  named  by  the  company  should  be 
nominated  on  the  petition  of  policyholders  less  in  number  than  one-tenth  of  one 
per  cent,  of  such  outhtanding  policies.  This  would  provide  a  very  reasonable  mini- 
mum number  of  nominators  in  a  case  where  there  w.as  considerable  dissatisfaction 
among  policyholders  with  the  management  of  a  company,  and  at  the  same  time 
would  forestall  contests  begun  merely  from  mercenary  motives  or  for  vindictive 
purposes  and  with  no  possibilities  of  success.  The  policyholders  are  surely  entitled 
to  protection,  not  only  aeainst  bad  management,  but  also  against  the  waste  of 
contests  begun  in  bad  faith. 
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When,  however,  two  or  more  tickets  are  duly  placed  in  nomination,  a  list  of  all 
policyholders  entitled  to  vote  should  be  filed  in  the  department,  substantially  as 
now  provided  by  statute. 

There  is,  then,  one  further  recommendation  with  regard  to  indus- 
trial poHcies  which  I  do  not  think  is  so  relevant.  I  will  read  it  if  you 
like.  But  the  contest  in  our  company,  shown  by  its  annual  report 
for  1911,  did  cost  approximately  $40,000. 

Mr.  Gesell.  That  was  the  election  where  a  single  independent 
nominee  sought  to  become  a  member  of  the  board  of  directors? 

Mr.  Bell.  Yes.  Now  the  other  communication  I  bad  reference  to 
was  a  letter,  if  I  may  read  it,  addressed  to  the  president  of  the  New 
York  Life  Insurance  Co.,  and  found  in  our  files  when  the  Securities 
and  Exchange  Commission  representatives  w^ere  going  through  them, 
and  shows  the  theory  of  the  law  where  there  is  no  contest.  It  states  it 
so  \i^ell  that  I  thought  I  might  read  part  of  it. 

Mr.  Gesell.  Would  it  be  possible,  Mr.  Chairman,  for  the  letter  to 
be  inserted  into  the  record  and  for  Mr.  Bell  simply  to  tell  us  in  summa- 
tion what  the  letter  states? 

The  Vice  Chairman.  Whichever  you  can  do  quickest. 

IVIr.  Bell.  I  can  do  it  quickest  by  saying  in  the  first  place  that  he 
refers  to  the  election  machinery,  how  nominations  may  be  made,  and 
so  on,  and  pointing  out  that  the  law  provides  that  unless  an  independ- 
ent ticket  is  put  in  the  field,  no  one  can  be  voted  for  except  the  people 
on  the  administration  ticket.     He  then  goes  on: 

DIRECTORS 

Therefore,  if  the  policyholders  do  not  nominate  any  candidate  for  Directors, 
then  there  can  be  no  candidates  except  those  that  the  law  requires  the  existing 
Directors  to  nominate,  and  these  alone  can  be  elected.  It  is  undoubtedly  the 
theory  of  the  law  that  if  the  policyholders  fail  to  nominate  candidates  for  Directors, 
they  are  not  dissatisfied  with  the  existing  management  of  their  Company.  It 
follows  from  the  plain  requirements  of  the  law  that  when  the  policyholders  fail  at 
any  given  election  to  nominate  an  opposition  ticket — the  nomination  of  which 
the  law  has  made  simple  and  easy  for  them — the  election  of  Directors  becomes  a 
mere  formality. 

At  no  one  of  the  three  elections  referred  to  did  the  policyholders  of  your  Com- 
pany nominate  any  candidates  for  Directors.  Therefore,  there  being  no  contest, 
the  law  does  not  contemplate  that  your  Company  incur  the  expense  of  mailing 
ballots  to  its  policyholders  or  require  it  to  take  any  other  action  for  the  purpose  of 
bringing  out  the  vote,  for  by  the  express  requirements  of  the  law  itself,  the  election 
could  have  but  one  result. 

Senator  King.  Who  signed  that? 

Mr.  Bell.  This  is  from  W.  T.  Emmet,  Superintendent  of  Insurance, 
to  Darwin  P.  Kingsley,  president  of  the  New  York  Life  Insurance  Co.^ 
dated  January  3,  1913. 

Mr.  Gesell.  That  in  effect  says  that  any  efforts  to  get  out  the 
vote,  whether  or  not  as  a  noncontested  election,  are  considered  to  be 
an  excessive  expense  not  warranted  in  the  interest  of  the  policyholder. 

Mr.  Bell.  .That  is  true;  yes. 
(^   The  Vice  Chairman.  We  have  testimony  here,  I  believe,  that  one 
company  has  29,000,000  policyliolders.    It  cost — I  always  hesitate  to 
quote Jigures — but  10  cents;  three  letters  would  be  about  $2,900,000 
to  get  this  business  out  to  them. 

Senator  King.  It  would  be  30  cents  for  three  letters. 

The  Vice  Chairman.  That  would  be  about  $7,000,000. 

Mr.  Gesell.  I  imagine,  Mr.  Chairman,  the  expense  goes -down  as 
the  volume  increases,  you  will  recall. 
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The  Vice  Chairman.  Maybe  they  got  a  reduction  on  stamps. 

Mr.  Gesell.  I  was  referring  to  the  testimony  of  Mr.  Tully  wherein 
he  stated  that  the  expense  ran  at  the  Metropolitan  something  aroimd 
$10,000/  which  would  indicate  that  that  10-cents-a-letter  cost  does 
not  continue  as  the  volume  increases.     I  have  no  further  questions. 

Mr.  Davis.  Referring  to  the  New  York  statute  and  suggestion  made 
in  a  letter  which  you  read,  and  also  a  letter  from  the  insurance  commis- 
sion, is  it  not  a  fact  that  a  great  deal  of  discretion  is  lodged  in  the 
insurance  commission,  or  somebody  else,  to  decide  whether  oppositions 
are  formidable  or  whether  they  are  in  good  faith,  or  otherwise  ad- 
visable? 

Mr.  Bell.  I  did  not  understand  what  you  said  about  "discretion," 
sir. 

Mr.  Davis.  With  respect  to  whether  the  names  of  the  policyholders 
should  be  furnished  or  that  notice  should  be  sent  out  to  the  policy- 
holders. 

Mr.  Bell.  As  to  whether  the  names  of  the  policyholders  should  be 
prepared  in  a  list,  discretion  is  vested  in  the  superintendent  of  in- 
surance,on  application  of  25  policyholders,  after  hearing. 

Mr.  Gesell.  It  comes  down  to  this,  does  it  not,  that  if  an  applica- 
tion is  made  for  a  list  of  policyholders  to  the  superintendent  of  in- 
surance, he  has  som6  discretion  in  determining  whether  he  thinks 
those  policyholders  are  acting  in  good  faith,  with  a  desire  really  to 
participate  in  the  management  of  the  company,  or  simply  engage  in 
some  kind  of  what  might  be  called  a  strike  suit. 

Mr.  Bell.  Right. 

Mr.  ,\Gesell.  That  discretion  rests  in  the  insurance  commis- 
sioner with  respect  to  the  preparatipn  of  the  policyholders'  list  by  the 
company. 

Mr.  Bell.  Yes. 

Mr.  Gesell.  Once  the  superintendent  asks  the  compBny  to  present 
the  list  then  that  becomes  mandatory  upon  the  company  tb  prepare 
a  list  which  is  available  to  the  opposition  ticket,  so  thaf  they  can  mail 
their  ballots  and  proxies  to  the  policyholders? 

Mr.  Bell.  Right. 

Mr.  Davis.  At  the  same  time  in  the  final  analysis  the  discretion 
rests  in  the  insurance  commissioner  to  squelch  initial  uprising  in  the 
ranks  of  policyholders,  and  also  it  is  placed  in  his  discretion  to  be 
exercised  after  hearing? 

Mr.  Bell.  Yes,  sir. 

Mr.  Davis.  And  is  it  not  a  fact  that  unless  there  is  an  extraordinary 
situation  such  as  occurred  in  1906,  that  most  movements  start  in  a 
small  way,  and  grow,  and  if  they  are  not  permitted  to  start,  they  will 
not  be  permitted  to  grow.    That  is  true,  is  it  not? 

Mr.  Bell.  I  do  not  know  of  any  contest  or  attempted  contest  since 
then,  but  I  simply  do  not  know  anything  about  it.  I  don't  know 
whether  any  25  have  ever  petitioned. 

Mr.  Gesell.  We  have  an  expression  from  the  superintendent  of 
insurance  with  respect  to  his  policy  in  tliis  matter,  which  we  can 
present  through  the  next  witness.  No  further  questions.  The  next 
witness  is  Dr.  Donald  Davenport. 

The  Vice  Chairman^  Have  you  been  sworn? 

Dr.  Davenport.  I  have. 


>  Supra,  p.  1312. 
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TESTIMONY  OF  DR.  DONALD  DAVENPORT,  SPECIAL  ECONOMIC 
CONSULTANT,  INSURANCE  STUDY,  SECURITIES  AND  EXCHANGE 
COMMISSION,  WASHINGTON.  D.  C— Resumed 

ANALYSIS   OF   RECENT   ELECTIONS   IN   MAJOR   COMPANIES 

Mr.  Gesell.  Am  I  correct  in  stating  that  the  Securities  and 
Exchange  Commission  has  through  various  questionnaires  and  corre- 
spondence with  mutual  life  insurance  companies  obtained  information 
concerning  the  voting  practices  of  those  companies  in  the  election  of 
directors? 

Dr.  Davenport.  That  is  right,  Mr.  Gesell. 

Mr.  Gesell.  Have  you  prepared  a  schedule  showing  with  respect 
to  the  12  largest  mutual  companies  the  number  of  policyholders,  the 
possible  votes,  the  votes  actually  cast  per  director,  and  the  percentage 
ratio  of  votes  cast  to  possible  votes  in  elections  held  by  those  com- 
panies in  1935,  1936,  1937? 

Dr.  Davenport.  I  have,  Mr.  Gesell. 

Mr.  Gesell.  Is  this  the  schedule? 

Dr.  Davenport.  It  is. 

Mr.  GeSell.  I  wish  to  offer  the  schedule  for  the  record. 

The  Vice  Chairman.  It  may  be  admitted. 

(The  schedule  referred  to  was  marked  "Exliibit  No.  255"  and  is 
included  in  the  appendix  on  p.  1552.) 

Senator  King.  Have  you  furnished  the  compaides  to  whom  you 
refer  in  this  schedule  a  resume  of  the  results  of  this  investigation? 

Dr.  Davenport.  The  resume  is  just  being  drawn  up,  Senator  King. 

Senator  King.  So  that  if  they  want  to  have  an  oi)portunity  to 
negative  or  supplement  or  explain,  they  would  have  the  facts  before 
them  as  you  present  them? 

Dr.  Davenport.  Senator  King,  it  is  based  upon  correspondence 
with  each  one  of  the  officers  of  these  12  compaides,  an  officer  of  each 
one  of  the  12  companies,  I  should  say. 

Senator  King.  I  am  not  objecting  to  this  at  all.  The  only  point 
I  had  in  mind  was  that  the  comj)anies  themselves,  if  they  were  not 
familiar  with  the  schedule  and  the  facts  you  are  presenting,  ought  to 
have  an  opportunity  to  be  advised  just  what  your  chart  shows. 

Mr.  Gesell.  This  schedule  covers  the  12  largest  mutual  life  insur- 
ance companies,  does  it  not? 

Dr.  Davenport.  That  is  right,  Mr.  Gesell.  The  assets  of  these  12 
largest  mutual  companies  amount  to  72  percent  of  the  total  assets  of 
all  legal  reserve  life  insurance  companies  as  of  1937.  They  aggre- 
gated over  $18,000,000,000  and  we  estimate  that  they  amount  to 
about  78  percent  of  the  assets  of  all  mutual  life  insurance  companies, 
so  we  feel  justified  in  considering  that  the  practices  that  are  developed 
by  these  12  companies  are  those  which  are  predominant  in  the  hfe 
insurance  field. 

Mr.  Gesell.  What  is  the  highest  percentage  of  votes  out  of  ])ossible 
votes  received  by  any  company  during  these  3  years,  and  v/hat  was 
the  company? 

Dr.  Davenport.  If  we  take  the  election  in  1937,  the  largest  pro- 
portional vote  was  in  the  Prudential  Insurance  Co.  of  America. 

Mr.  Gesell.  That  company  is  not. strictly  a  mutual  company,  is  it? 
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Dr.  Davenport.  The  Prudential  Co.  technically  is  still  a  stock 
company.  However,  of  $2,000,000  of  capital  stock,  $1,970,762  has 
been  purchased  for  the  policyholders  under  the  mutualization  plan. 
Moreover,  the  dividends  on  stock  are  limited  to  10  percent  in  any  one 
year.  The  company,  therefore,  is  to  all  intents  and  purposes  a  mutual 
company,  and  is  so  considered  in  this  study. 

Mr.  Gesell.  You  say  that  in  1937,  2.51  percent  of  the  possible 
votes  were  cast  in  the  election? 

Dr.  Davenport.  That  is  right. 

Mr.  Gesell.  That  is  the  largest  of  all  of  the  companies  in  that  year? 

Dr.  Davenport.  That  is  the  largest  proportional  vote  of  any  com- 
pany in  any  one  of  these  3  years.  In  two  other  companies  only  were 
the  proportions  greater  than  1  percent.  The  Metropolitan  Life 
Insurance  Co.  had  1.76  percent,  and  the  Provident  Mutual  Life 
Insurance  Co.  of  Philadelphia  had  1.27  percent.  In  the  other  com- 
panies the  proportions  were  less  than  0.8  of  1  percent. 

Mr.  Gesell.  You  mean  to  say  that  except  for  those  3  companies, 
in  all  of  these  12  largest  companies  the  percentages  of  votes  cast  was 
always  less  than  0.8  of  1  percent? 

Dr.  Davenport.  That  is  right.  In  4  companies,  the  Northwestern 
Mutual  Life  Insurance  Co.,  the  Mutual  Life  Insurance  Co.  of  New 
York,  the  Equitnble  Life  Assurance  Society  of  the  United  States,  and 
the  New  York  Life  Insurance  Co.,  the  proportion  of  actual  votes  to 
possible  votes  did  not  exceed  0.05  of  1  percent;  that  is,  five-hundred ths 
of  1  percent.  In  fact,  in  these  4  companies  the  total  number  of  votes 
cast  in  1937  was  only  1,101.  As  the  total  number  of  possible  votes 
in  these  4  companies  was  2,562,000,  it  appears  that  their  directors 
were  elected  by  the  equivalent  of  only  1  out  of  every  2,340  possible 
votes. 

The  results  of  the  elections  in  1936  and  in  1935  tell  substantially 
the  same  story.  Directors  of  mutual  life-insurance  companies  are 
elected  by  a  very  small  minority  of  the  policyholders. 

Mr.  Gesell.  Well  now,  have  you  made,  in  connection  with  this, 
from  the  questionnaire  replies  received  by  the  Commission,  some 
analysis  of  the  types  of  notice  given  by  the  companies  to  the  policy- 
holders with  respect  to  these  elections? 

Dr.  Davenport.  We  have,  Mr.  Gesell. 

Mr.  Gesell.  May  I  ask  whether  it  is  not  a  fact  that  the  two  com- 
panies having  the  largest  percentage  of  votes,  that  is  to  say  the 
Prudential  and  the  Metropolitan,  are  the  two  companies  which 
make  use  of  their  agency  force  in  soliciting  votes  from  the  policyholders? 

Dr.  Davenport.  That  is  right.  The  Metropolitan  Life  Insurance 
Co.  and  the  Prudential  Life  Insurance  Co.,  which  are  the  2  that  had 
the  largest  proportional  vote,  are  the  only  2  of  these  12  that  use  their 
agency  force  in  soliciting  votes. 

Mr.  Gesell.  I  notice  that  the  third  in  line  is  the  Provident  Mutual 
Life  Insurance  Co.,  of  Philadelphia.  Will  you  tell  us  if  there  is  any 
reason  appearing  from  the  questionnaires  as  to  why  there  is  a  largo 
amount  of  voting  relatively  in  that  company? 

Dr.  Davenport.  There  is  a  special  factor  in  the  Provident  Mutual 
Life  Insurance  Co.  Tliis  company  is  the  only  company  that  sends 
out  special  notices  by  mail  to  policyholders.  This  company,  however, 
sends  out  special  notices  of  forthcoming  meetings  for  the  purpose  of 
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electing  directors  to  a  group  of  10,000  different  policyholders  each 
year. 

Mr.  Gesell.  Do  you  mean  they  choose  10,000  different  poUcy- 
holders  and  send  a  special  notice  of  the  election  to  them? 

Dr.  Davenport.  That's  right,  Mr!  Gesell. 

The  Vice  Chairman.  How  are  they  selected — at  random? 

Dr.  Davenport.  We  have  no  knowledge,  except  that  it  is  a  different 
list  of  10,000  each  year.  The  effectiveness  of  a  special  notice  sent 
by  mail  shows  up  in  the  fact  that  they  are  the  third  largest  with 
respect  to  proportional  votes  of  these  12. 

The  Vice  Chairman.  Do  they  solicit  votes  for  the  ticket  of  the 
organization? 

Dr.  Davenport.  We  have  no  Knowledge  of  that.  The  question- 
naire did  not  ask  that  specific  question.  We  merely  asked  how  they 
acquainted  policyholders  with  their  rights.  This  was  the  only  com- 
pany that  sent  special  notices  by  mail  of  these  12.  We  learned  a 
moment  ago  the  Acacia  Mutual  does  this  with  all  of  their  policyholders. 

Mr.  Gesell.  We  are  coming  in  a  moment  to  a  detailed  considera- 
tion of  the  types  of  notices  in  these  companies. 

Is  it  safe  to  say,  with  respect  to  the  other  companies  comprising 
these  12  largest  mutual  companies,  that,  generally  speaking,  the 
notice  is  given  through  the  premium  receipt,  the  newspaper,  and  on 
the  poUcy? 

Dr.  Davenport.  That  is  the  prevailing  practice. 

Mr.  Gesell.  Have  you  a  schedule  showing  the  method  of  giving 
notice  in  each  of  these  companies?  ^ 

Dr.  Davenport.  We  have,  A'Tr.  Gesell. 

Mr.  Gesell.  May  I  have  it,  please? 

Can  you  tell  us  briefly  the  types  of  notice  given  in  the  other  nine 
companies? 

Dr.  Davenport.  In  the  New  York  Life  Insurance  Co.,  for  example, 
the  policyholders  are  notified  of  their  right  to  vote  for  directors  by 
advertisements  inserted  in  certain  newspapers  published  in  the  city 
of  New  York  and  by  notice  printed  on  the  premium  receipt.  This  is 
the  prevailing  practice  in  each  one  of  the  other  nine  companies,  with 
the  exception  that  in  some  cases  they  will,  in  addition  to  sending  the 
notice  on  the  premium  receipt,  also  send  the  notice  on  the  premium 
bill,  or  indicate  that  they  have  published  on  the  policy  jacket  or  on 
the  poHcy  itself  a  statement  of  when  the  annual  meetings  are  held. 

The  Vice  Chairman.  Do  you  find  anything  from  your  study  to 
indicate  any  effective  test  of  this  newspaper  publicity,  or  do  you  get 
into  that? 

Dr.  Davenport.  We  have  received  from  the  individual  companies 
copies  of  the  ads  that  they  msert  from  time  to  time  announcing  the 
annual  meetings.  Invariably  they  are  small  advertisements  published 
in  the  section  of  the  financial  part  of  the  newspaper  that  contains 
company  notices. 

The  Vice  Chairman.  Let  me  ask  you  this  question  to  get  right 
down  to  the  heart  of  this  thiug,  if  you  can.  Did  you  find  from  your 
study  that  the  right  of  tlie  policyholders  to  participate  is  any  more 
than  a  sort  of  gun  behind  the  door,  as  the  expression  is,  or  the  right, 
the  power,  and  the  opportunity  of  these  people  to  participate  agamst 
the  management  that  they  may  be  opposed  to? 

>  See  "Exhibit  No.  256",  appendix  p.  1553,  at  p.  1405. 
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Dr.  Davenport.  I  think  that  is  a  very  fair  statement,  Mr.  Chair- 
man.    That  is  about  all  it  is. 

The  Vice  Chairman.  That  is  about  all  it  amounts  to,  no  matter 
where  you  take  it. 

Senator  King.  Would  you  deduce  from  the  fact  that  the  policy- 
holders have  so  seldom  even  tendered  a  candidate  that  there  was  satis- 
faction or  dissatisfaction  with  the  management  of  the  company? 

Dr.  Davenport.  Senator  King,  since  the  hearings  have  started  we 
have  received  a  great  many  letters  from  individuals  who  have  indicated 
great  surprise  that  they  were  eligible  to  give  a  vote,  that  they  had  any 
right  to  participate  whatever  in  the  affairs  of  these  mutual  companies. 

The  Vice  Chairman.  I  wanted  to  ask  one  other  question.  Is  there 
any  difference  in  the  relationship  of  the  policyholder  to  his  company 
and  in  his  opportunity  to  be  influential  in  its  management  and  the 
stockholders  in  a  raUroad  company  or  any  other  corporation  that  has 
a  distributed  ownership,  and  if  so,  what  is  it? 

Dr.  Davenport.  I  should  say  that  in  the  case  of  the  stockholders 
of  large  corporations  the  stockholders  have  a  larger  stake  in  those 
companies  than  is  true  in  the  case  of  most  of  the  policyholders  of  the 
mutual  Hfe-insurance  companies.  We  have  looked  into  the  matter 
of  the  behavior  of  stockholders  in  industrial  and  public-utility  com- 
panies at  the  time  of  election  of  their  directors,  and  I  have  some 
figures  that  I  can  give  you  which  are  comparable  to  those  that  we 
inserted  in  the  record  a  moment  ago  with  respect  to  the  participation 
of  the  policyholders  in  the  Ufe-insurance  companies  in  the  election  of 
directors.^ 

The  Vice  Chairman.  I  think  you  might  at  least  put  it  in  the  record.' 

Mr.  Gesell.  We  are  coming  to  it  in  a  moment  when  we  get  to  the 
question  of  notices. 

Senator  King.  Has  your  experience  demonstrated  that  the  policy- 
holders take  but  very  little  interest  in  the  company,  believing  that 
their  investment  is  sound  and  that  their  rights  are  being  fully  protected 
by  the  law  and  by  the  corporation  itself? 

Dr.  Davenport.  Senator  King,  the  reason  why  they  don't  partici- 
pate is  something  that  I  cannot  divine.  We  do  have  the  factual  in- 
formation that  they  do  not  participate,  and  it  is  a  fact  that  the  ways 
in  which  they  are  notified  of  the  forthcoming  meetings  for  the  pur- 
pose of  election  are  ways  which  are  not  designed  forcefully  to' call 
their  attention  to  their  rights. 

Mr.  Patterson.  I  would  like  to  ask  the  witness  this  question. 
I  may  have  missed  this,  but  it  is  not  quite  clear  to  me  how  or  why 
these  10,000  policyholders  are  selected.  At  that  rate,  a  policyholder 
would  only  have  an  opportunity  once  in  19  years  to  vote,  as  there 
are  189,000  policyholders. 

Dr.  Davenport.  That's  right.  I  should  imagine  it  was  because 
of  the  expense  involved.  The  company  wants  to  make  a  gesture  to  its 
policyholders  each  year,  and  does  send  out  these  10,000  specific 
notices  that  are  designed  forcefully  to  call  to  their  attention  their  rights 
to  vote. 

Mr.  Gesell.  Am  I  correct  in  saying  that  this  is  a  special,  fonn  of 
notice  in  the  case  of  the  Provident  Mutual  sent  to  these  10,000  policy- 
holders? It  is  not,  however,  the  only  form  of  notice  used  by  the 
company? 

»  Subsequently  entered  as  "Exhibit  No.  257",  see  appendix,  p.  1553. 
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Dr.  Davenport.  That  is  right. 

Mr.  Gesell.  They  also  -advertise  in  certain  newspapers  in  Philadel- 
phia and  have  a  notice  on  the  policy  jacket  and  on  the  premium 
receipt,  so  that  other  policyholders  in  a  less  efficient  way  are  notified 
of  their  particular  right  to  vote? 

Dr.  Davenport.  They  are  not  required  by  law  to  send  notices  by- 
mail  to  any  of  these  policyholders,  so  they  are  going  be3^ond  the  mini- 
mum requirements  of  the  law,  and  it  is  the  only  1  of  the  12  companies 
that  we  found  that  did  go  that  far. 

Mr.  HiNRiCHs.  Dr.  Davenport,  I  notice  the  Mutual  Benefit  Life 
down  here  with  an  unknown  possible  number  of  votes.  Is  the 
charter  of  that  company  so  set  up  that  the  possible  number  of  votes 
is  greater  than  the  number  of  policyholders,  or  would  it  be  less? 

Dr.  Davenport.  We  asked  the  companies  to  give  us  the  figures  of 
the  possible  number  of  votes  or  the  possible  number  of  policyholders. 
This  was  the  only  company  which  didn't  furnish  us  with  an  estimate 
of  the  possible  number  of  votes  that  could  be  cast. 

Mr.  HiNRiCHS.  But  do  you  know  whether  the  number  could  possibly 
be  greater  than  the  number  of  policyholders?  It  is  in  some  companies 
and  in  others  it  is  smaller. 

Dr.  Davenport.  I  should  assume  that  the  law  with  respect  to  the 
Prudential  would  possibly  be  the  same  as  that  affecting  the  Mutual 
Benefit  Life  Insurance  Co.  of  Newark  and  consequently  the  possible 
number  of  votes  would  be  somewhat  smaller  than  the  possible  number 
of  policyholders. 

Mr.  Hinrichs.  You,  therefore,  cannot  figure  the  correct  percentage 
in  the  ratio  of  votes,  but  the  percentage  in  any  event  would  be  some- 
what greater  than  2  percent  and  possibly  as  great  as  2}^  percent? 

Dr.  Davenport.  That  is  about  right. 

Mr.  Hinrichs.  So  that  Mutual  does  not  fall  into  the  category  of 
the  nine  companies  that  were  eight-tenths  of  1  percent  or  less? 

Dr.  Davenport.  That  is  a  perfectly  fair  statement;  yes. 

Mr.  Gesell.  I  have  the  bylaws  of  the  Mutual  Benefit  Insurance 
Co.  before  me  and  section  3  states  that  in  the  annual  election  for 
directors  each  member  of  the  company  shall  be  entitled  to  one  vote 
when  the  insurance  is  for  a  sum  not  exceeding  $2,000;  over  $2,000  up 
to  $5,000,  two  votes;  over  $5,000,  three  votes.  That  may  assist  us  in 
the  problem. 

Mr.  Davenport,  have  you  prepared  a  schedule  showing  the  various 
types  of  notices  sent  by  the  60  mutual  companies  replying  to  our 
questionnaire  to  the  policyholders  with  respect  to  elections? 

Dr.  Davenport.  We  have;  Mr.  Gesell. 

Mr.  Gesell.  Have  you  a  copy  of  that  schedule? 

Dr.  Davenport.  I  think  you  have  a  copy  there. 

Mr.  Gesell.  Will  you  state  what  that  schedule  shows  on  it? 

Dr.  Davenport.  In  summarizing  the  rephes  to  the  questions  we 
sent  to  th&  various  companies  we  have  drawn  into  one  category  all 
of  the  companies  that  employ  special  notices  sent  by  mail  to  announce 
meetings  for  the  forthcoming  election  of  directors.  Into  another 
category,  the  companies  that  did  not  employ  the  method  of  sending  a 
special  notice  by  mail  but  which  resorted  to  the  method  of  inserting  a 
paragraph  on  the  premium  receipt  describing  the  time  and  place  for 
the  meeting  for  the  election  of  directors.  This  was  done  in  many 
instances  in  combination  with  advertisements  and  a  statement  on 
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the  policy  itself.  Of  the  80  mutual  life  insurance  companies  that 
replied  to  our  questionnaire  28  or  35  percent  of  the  number  send 
special  notices  by  mail  just  as  the  Acacia  Mutual  does. 

Twenty-one  companies  use  the  method  of  the  paragraph  on  the 
premium  receipt,  and  on  the  pohcy  and  by  publication,  in  various 
combinations.  The  remaining  31  employ  methods  that  are  not  as 
effective  as  these,  unless  we  should  include  the  use  of  agents  in  the 
solicitation  of  votes. 

Mr.  Gesell.  Is  it  correct  to  say  that  19  of  these  80  companies 
place  a  notice  on  the  policy  or  policy  jacket  alone  and  give  no  other 
form  of  notice  to  the  policyholder? 

Dr.  Davenport.  The  table  shows  that  there  are  19  such  companies 
that  use  that,  and  only  that,  as  a  method  of  informing  policyholders 
of  their  right. 

Mr.  Gesell.  I  would  like  to  offer  this  schedule  which  shows  the 
various  forms  of  announcement  of  meeting  for  the  election  of  directors, 
and  the  schedule  showing  the  method  of  giving  notice  used  by  the 
12  largest  mutual  companies  for  the  record. 

The  Vice  Chairman.  It  may  be  admitted. 

(The  schedules  referred  to- were  marked  "Exnibit  No.  256"  and  are 
included  in  the  appendix  on  p.  1553.) 

Senator  King.  Could  you  find  any  of  these  80  companies  failed  to 
carry  out  the  minimum  provisions  of  the  law  with  respect  to  giving 
notice  of  meetings? 

Dr.  Davenport.  In  many  of  the  laws  there  is  no  specification  as  to 
how  they  shall-  notify  their  policyholders,  but  there  was  no  mdication 
that  we  found  that  companies  did  not  comply  with  the  minimum 
requirement. 

Mr..  Gesell.  The  question  of  contested  elections  has  come  up. 
Am  I  correct  in  stating  that  in  response  to  a  letter  addressed  by  tliis 
Commission  tor  Hon.  Louis  H.  Pink,  superintendent  of  insurance  in 
the  State  of  New  York,  he  gave  us  certain  information  concerning  the 
number  of  contested  elections  held  in  New  York  State  since  1906? 

Dr.  Davenport.  That  is  right,  Mr.  Gesell. 

Mr.  Gesell.  Will  you  read  that  portion  of  his  letter  for  the  record, 
please? 

Dr.  Davenport.  Tlds  is  a  letter  dated  January  10,  1939,  from 
which  I  quote  as  follows: 

*  *  *  Since  the  passage  of  section  94  of  the  insurance  law  of  1906,  there  have 
been  the  following  contested  elections  of  directors: 

New  York  Life,  December  18,  1906; 

Mutual  Life,  December  18,  1906; 

Mutual  Life,  June  1911  (only  1  nominee  named  on  independent  ticket); 

Mutual  Life,  June  2,  1913  (only  1  nominee  named  on  independent  ticket); 

Buflalo  Mutual  Life,  December  8,  1932. 

The  administration  ticket  was  successful  in  each  of  the  above  instances,  with 
the  exception  of  the  Buffalo  Mutual,  where  the  independent  nominees  won.  It 
might  be  mentioned  that  the  Buffalo  Mutual  originally  had  been  an  assessment 
corporation,  the  mortality  had  been  high,  and  extra  rates  had  been  required, 
resulting  in  certain  dissatisfaction  with  the  existing  management. 

It  is  possible  that  there  have  been  contested  elections  other  than  the  above. 
A  complete  record  is  difficult  to  determine  after  the  lapse  of  so  many  years.  This 
fact  is  at  least  true,  that  there  have  been  no  contested  elections  during  the  past 
15  years  other  than  the  BuflFalo  Mutual. 

Mr.  Gesell.  Just  in  passing,  can  you  tell  us  what  the  size  of ^ the 
Buffalo  Mutual  Life  Insurance  Co.  referred  to  was?  How  big  a 
company  was  that? 
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Dr.  Davenport.  The  Buffalo  Mutual  Life  Insurance  Co.  was  a 
«mall  company.  Best's  in  1938  reported  as  follows,  that  effective 
November  20,  1935,  the  Union  Mutual  Life  Insurance  Co.  of  Port- 
land, Maine,  reinsured  the  business  of  this  company  without  lien. 
The  Buffalo  Mutual's  insurance  in  force  that  was  reinsured  by  the 
Union  amounted  to  $16,540,000. 

Senator  King.  That  was  an  assessment  company  that  had  some 
trouble,  as  I  understood  you. 

Dr.  Davenport.  It  started  out  as  an  assessment  company. 

Mr.  Gesell.  Did  this  letter  from  the  office  of  the  superintendent 
of  insurance  give  any  information  which  would  assist  Judge  Davis  in 
the  question  he  asked  the  previous  witness?  You  will  recall  the  ques- 
tion arose  as  to  how  the  superintendent  of  insurance  would  exercise 
h.is  discretion  where  an  effort  was  made  by  a  group  of  policyholders  to 
obtain  a  policyholders'  Ust. 

Dr.  Davenport.  I  quote  from  this  letter: 

The  original  section  94  required  the  company  to  file  with  this  department  two 
lists  of  all  its  policyholders  irrespective  of  whether  or  not  the  independent  ticket 
was  nominated.  This  requirement  was  changed  in  1915  So  that  the  filing  of  such 
lists  would  be  omitted  except  where  there  was  a  request  by  at  least  25  policyholders. 
So  far  as  the  writer  knows,  there  has  never  been  any  denial  by  the  superintendent 
of  the  preparation  of  such  a  list.  The  company,  of  course,  would  have  no  right 
of  decision  in  the  matter.  The  superintendent  certainly  would  not  make  any 
arbitrary  refusal  where  a  request  of  at  least  25  policyholders  appeared  legitimate 
and  where  there  seemed  any  likelihood  of  an  independent  ticket  being  named. 

Mr.  Gesell.  Have  you  prepared  a  schedule  showing  the  relation- 
ship between  methods  employed  by  mutual  life  insurance  companies 
in  notifying  policyholders  and  by  proprietary  life  insurance  companies 
in  notifying  stockholders  of  meetings  to  be  held  for  the  election  of 
directors?  _ 

Dr.  Davenport.  We  have  such  a  list,  Mr.  Gesell. 

Mr.  Gesell.  Is  this  the  schedule? 

Dr.  Davenport.  That  is  the  schedule,  sir. 

Mr.  Gesell.  I  wish  to  offer  this  for  the  record. 

The  Vice  Chairman.  It  may  be  received. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  257"  and  is 
included  in  the  appendix  on  p.  1555.) 

Mr.  Gesell.  Have  you  also  prepared  and  collected  certain  state- 
ments which  have  been  made  from  time  to  time  by  various  representa- 
tive people  concerning  the  mutuality  problem? 

Dr.  Davenport.  Mutuality  is  a  subject  that  has  concerned  writers  on 
insurance  since  the  beginning  of  insurance.  For  example,  Mr.  Eliziir 
Wright  in  his  Politics  and  Mysteries  of  life  Insurance,  published  in 
1873,  stated  as  follows  [reading  from  exhibit  No.  258]: 

We  have  in  fact  the  anomaly  of  a  company,  having  an  annual  revenue  of 
$15,000,000,  with  about  $60,000,000  in  hand,  which  though  constitutionally 
"mutual"  and  theoretically  perfectly  democratic,  is,  de  facto,  autocratic,  the 
<:hief  officer  holding  proxies  enough  to  secure  his  own  reelection,  in  spite  of  any 
opposition  short  of  the  miraculous.  An  autocracy  may  be  the  best  government 
in  the  world  or  it  may  not  be,  according  to  the  character  of  the  autocrat.  The 
prejudices  of  our  country  are  certainly  not  in  its  favor. 

Mr.  Gesell.  Have  you  also  statements  from  the  Armstrong  Com- 
mittee report,  from  the  report  of  the  Commission  to  Recodify  the 
Insurance  Laws  in  the  Commonwealth  of  Massachusetts,  from  the 
Pujo  committee,  which  was  a  committee  investigating  this  and  other 
problems  in  1913,  from  the  New  York  State  insurance  reports  in  1927 
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by  Mr.  James  A.  Beha,  then  superintendent  of  insurance,  and  from  a 
recent  publication  by  Edward  Berman  entitled  "Life  Insurance,  a 
Critical  Examination." 

Dr.  Davenport.  We  have  prepared  all  these  comi.  ents  which  indi- 
cate a  continuity  of  interest  in  the  subject  of  mutuality  in  life  insur- 
ance companies. 

Mr.  Gesell.  I  wish  to  offer  these  statements  for  the  record. 

The  Vice  Chairman.  They  may  be  received. 

(The  statements  referred  to  were  marked  "Exhibit  No.  258"  and 
are  included  in  the  appendix  on  p.  1555.) 

Senator  King.  Who  is  the  last  man? 

Mr.  Gesell.  My  understanding  is  tiiat  Mr.  Berman  is  now  de- 
ceased. He  was  a  professor  of  economics  in  the  University  of  Chicago, 
is  that  correct? 

Dr.  Davenport.  At  the  time  he  wrote  this  I  believe  he  was  an 
employee  of  the  United  States  Department  of  Labor. 

Mr.  Henderson.  The  University  of  Illinois,  not  Chicago. 

The  Vice  Chairman.  Whether  the  company  is  a  mutual  concern 
or  whether  it  is  owned  by  stockholders,  it,  after  aU,  has  to  be  sup- 
ported by  the  money  paid  in  by  the  people  who  get  insurance,  doesn't 
it? 

Dr.  Davenport.  That  is  right. 

The  Vice  Chairman.  It  is  a  difficult  situation. 

Dr.  Davenport.  The  entire  amount  of  capital  stock  of  the  stock 
insurance  companies  is  a  matter  of  only  $150,000,000. 

The  Vice  Chairman.  That  is  a  very  interesting  statement.  The 
people  who  pay  the  money  have  to  support  each  of  them. 

Mr.  Gesell.  I  have  no  further  questions. 

The  Vice  Chairman.  May  I  ask  the  members  of  the  committee  to 
meet  for  executive  session.  We  are  adjourned  until  tomorrow  morn- 
ing at  10  o'clock. 

(Whereupon,  at  12:15  noon,  an  adjournment  was  taken  until 
Wednesday,  February  15,  1939,  at  10  a.  m.) 
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WEDNESDAY,  FEBRUARY   15,    1939 

United  States  Senate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C. 

The  committee  met  at  11  a.  m.,  pursuant  to  adjournment  on 
Tuesday,  February  14,  1939,  in  the  Caucus  Room,  Senate  Office  Build- 
ing, Representative  Hatton  W.  Sumners  presiding. 

Present:  Senator  King;  Representatives  Sumners  (vice  chairman) 
and  Reece:  Messrs.  Henderson,  O'Conneil,  Douglas,  Patterson, 
Peoples,  Berge,  Franii,  Davis,  and  Hinrichs. 

Present  also:  Gerhard  Gesell,  Special  Counsel,  Securities  and  Ex- 
change Commission. 

The  Vice  Chairman.  The  committee  will  please  be  in  order. 

I  am  directed  by  the  committee  to  make  the  following  statemert 
with  regard  to  the  matter  which  was  presented  after  adjournment  of 
these  proceedings  yesterday. 

Since  the  beginning  of  this  phase  of  the  committee's  proceedings 
which  deals  with  insurance  companies  the  committee  has  received 
many  requests  from  individuals,  both  within  and  outside  of  the 
insurance  business,  desiring  to  be  heard.  The  committee  being  fully 
cognizant  of  the  pubUc  character  of  these  proceedings  and  beini."; 
desirous  of  obtaining  an  accurate  portrayal  of  the  character  of  the 
life  insurance  business,  is  eager  that  the  facts  should  receive  a  fair 
presentation,  which  may  add  to  the  store  of  information  which  it  is 
seeking  to  accumulate. 

However,  it  must  be  recognized  that  there  must  always  be  a  point 
beyond  which  it  is  not  necessary  to  go  and  also  beyond  which  it  is 
utterly  impractical  to  proceed.  A't  its  conclusion,  the  record  of  theso 
proceedings  must,  in  the  last  analysis,  be  reasonable  in  proportion  and 
intelHgent  in  content.  Without  that  our  effort  would  be  futile  and 
almost  assuredly  fruitless.  The  committee  has  heard  evidence  indi- 
cating that  some  insurance  agents  of  the  Metropolitan  Life  Insurance 
Co.  have  made  a  practice  of  executing  false  ballots.  It  has  also  heard 
counsel  for  the  company  state  that  the^  action  of  these  agents  was 
entirely  without  the  knowledge  of  the  officials  of  the  company  and  these 
officials  were  satisfied  that  the  great  body  of  their  agents  had  not 
engaged  in  the  practice,  and  that  these  officials  repudiated  these 
actions. 

The  particular  issue  has  been  given  a  distorted  emphasis  and  signifi- 
cance. The  Securities  and  Exchange  Commission  has  told  the  com- 
mittee that  the  evidence  as  to  some  false  ballots  was  presented  merely 
to  illuminate  the  character  of  the  election  machinery.  We  are  ad- 
vised by  the  Securities  and  Exchange  Commission  that  the  evidence 
as  to  false  ballots  was  not  introduced  to  show  that  the  practice  was 
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widespread,  but  simply  and  solely  for  the  purpose  of  showing  some 
aspects  of  the  procedure  of  elections. 

The  committee  quickly  recognized  that  none  of  these  ballots  signed 
by  the  agents  affected  the  outcome  of  the  elections.  It  was  for  the 
foregoing  reasons  that  the  committee  ruled  on  February  10,  1939, 
that  it  did  not  care  to  hear  additional  testimony  as  to  ballots  in  con- 
nection with  the  election  of  the  Metropolitan  Life  Insurance  Co. 

The  Committee,  however,  takes  cognizance  of  the  fact  that  present 
in  this  hearing  room  j^esterday  was  a  delegation  of  100  insurance 
agents  of  that  company,  and  that  a  representative  of  that  group  asked 
to  be  heard  on  behalf  of  1 ,800  agents  and  89  districts  of  the  companj 
in  New  York  City.  The  committee  has  asked  me  to  state  that  rt 
assumes  these  agents  are  prepared  to  testify  under  oath  that  they  have 
not  engaged  in  any  of  the  practices  mentioned  in  the  testimony  regard- 
ing false  ballots,  and  that  they  have  no  knowledge  of  the  existence  of 
any  such  practice.  The  committee  is  of  the  opinion,  however,  that 
for  the  reasons  heretofore  stated,  further  evidence  of  this  character 
would  constitute  an  unnecessary  burden  upon  the  record  of  these 
proceedings,  and  therefore  it  will  not  be  received. 

Mr.  Roth.  Mr.  Chairman,  just' to  elaborate  on  this,  am  I  to 
understand  now  that  this  statement  is  to  be  so  received  and  recognized, 
and  the  fact  that  we  agents  may  not  refute  the  testimony  that  has 
already  been  entered  in  the  record? 

The  Vice  Chairman.  The  committee  has  ruled  that  it  is  not  to 
receive  further  testimony  on  this  point. 

Mr.  Roth.  Well,  is  there  any  statement  that  may  be  made  in  be- 
half of  these  1 ,800  agents  and  of  other  agents  all  over  the  United  States? 

The  Vice  Chairman.  The  committee  has  ruled  it  is  not  now  to 
receive  any  additional  testimony  on  this  point.  I  have  stated  very 
definitely 

Mr.  Roth.  The  statement  may  be  made  as  to  the  fact  that  this 
testimony  was  not  offered,  not  only  by 

The  Vice  Chairman.  I  am  afraid  the  committee  camiot  hear  you 
further.  I  am  of  course  acting  under  the  instruction  of  the  com- 
mittee. I  have  made  a  statement  with  reference  to  the  conclusion 
of  the  committee  with  reference  to  the  testimony,  which  you  have 
tendered  or  which  you  proposed  to  tender. 

Senator  King.  The  gentleman  ought  to  remember  that  this  state- 
ment which  has  just  been  read  by  Judge  Sumners  states  that  the 
committee  takes  cognizance  of  the  fact  that  you  are  here  and  a 
hundred  agents  are  here,  and  that  it  is  assumed  that  they  would  testify 
as  indicated  in  the  statement. 

Mr.  Roth.  Yes. 

Senator  King.  Not  ©"nly  the  hundred  agents  that  are  here  but  any 
one  of  the  body  of  1,800  agents  and  of  thousands  of  agents  all  over  the 
country  would  be  so  willing  to  testify. 

The  Vice  Chairman.  We  have  a  pretty  comprehensive  statement, 
we  think,  to  the  effect  that  the  committee,  as  Senator  King  says,  will 
take  cognizance  of  the  fact  that  jou  gentlemen  here  are  prepared  to 
testify  that  you  have  not  engaged  in  this  practice,  and  are  not  familiar 
with  the  practice,  but  the  committee  has  decided,  as  we  have  an- 
nounced, and  I  am  afraid  I  cannot  continue  the  colloquy. 
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Mr.  Roth.  Just  one  point,  Mr.  Chairman,  that  this  committee, 
then,  has  not  received  testimony  as  being  binding  upon  all  other  agents. 
It  was  just  binding  upon  those  agents  who  gave  that  testimony. 

The  Vice  Chairman.  The  report  speaks  for  itself,  and  now  we 
have  to  ask  you 

Mr.  Roth.  Allow  me  to  thank  the  Honorable  Chairman  of  the  com- 
mittee and  the  entire  committee.  I  just  want  to  make  one  statement 
in  reference 

The  Vice  Chairman.  We  cannot 

Mr.  Roth.  Just  in  reference  to  yesterday's  demonstration. 

The  Vice  Chairman.  There  is  no  difficulty.  Now,  I  want  to  be 
just  as  kind  lO  you  as  I  can  be,  but  you  must  sit  down. 

Mr.  Roth.  I  thank  you. 

The  Vice  Chairman.  We  are  very  much  obliged  to  you. 

Mr.  Gesell.  The  next  witness  this  morning  is  Mr.  Follansbee. 

Mr.  Ivy  B.  Estep  (president.  Association  of  Industrial  Life  Agents, 
Philadelphia).  I  have  been  sent  as  another  representative  in  regard 
to  that.  Am  I  to  take  back  the  word  or  statement  given  to  Mr.  Roth 
is  applicable  to  the  agents  throughout  the  country? 

The  Vice  Chairman.  Yes.  I  am  very  much  obliged  to  you  gentle- 
men and  consider  that  you  have  been  very  patient  and  we  have  done 
the  best  we  could  with  3^ou.     We  are  very  much  obliged  to  you. 

Mr.  Follansbee,  will  you  solemnly  swear  the  testimony  you  are 
about  to  give  will  be  the  truth,  the  whole  truth,  and  nothing  but  the 
truth,  so  help  you  God? 

Mr.  Follansbee.  I  do. 

Mr.  Gesell.  Before  proceeding  with  the  examination  of  Mr.  Fol- 
lansbee this  mornmg  we  are  to  consider  with  this  witness  and  other 
witnesses  to  follow  certain  transactions  entitled  "Officers  and  directors 
not  to  be  pecuniarily  interested  in  transactions,"  between  directors  of 
mutual  companies  and  the  companies  on  which  they  are  a  director, 
and  I  thought  that  the  record  should  show  at  the  outset  the  provi- 
sions of  the  New  York  law,  which  governs  such  relationships,  and  with 
the  permission  of  the  committee  1  would  like  to  read  that  section  of 
the  law  into  the  record.  It  is  section  36,  and  it  states  as  follows 
[reading  "Exhibit  No.  259"]: 

No  director  or  officer  of  an  insurance  corporation  doing  business  in  this  State 
shall  receive  any  money  or  valuable  thing  for  negotiating,  procuring,  recommend- 
ing, or  aiding  in  any  purchase  by  or  sale  to  such  corporation  of  any  property  or 
anj'  loan  from  such  corporation,  nor  be  pecuniarily  interested  either  as  principal, 
coprincipal,  agent,  or  beneficiary  in  any  such  purchase,  sale,  or  loan;  nor  shall 
the  financial  obligation  of  any  such  director  or  officer  be  guaranteed  by  such  cor- 
poration in  any  capacity.  And  any  such  guarantee  shall  be  void,  provided  that 
nothing  herein'  contained  shall  prevent  a  life-insurance  corporation  from  making 
a  loan  upon  a  policy  held  therein  by  the  borrower  not  in  excess  of  the  net  value 
thereof. 

No  insurance  corporation  doing  business  in  this  State  shall  make  any  loan  to 
any  of  its  officers,  directors,  or  trustees,  nor  shall  such  officers,  directors,  or  trus- 
tees accept  any  such  loan.  Any  corporation  or  person  violating  any  provisions 
of  this  section  shall  be  guilty  of  a  misdemeanor. 

I  have  copies  of  that  section. 

The  Vice  Chairman.  Would  you  put  it  in  the  record? 
Mr.  Gesell.  I  would  like  to  offer  that  for  the  record. 
(The  section  of  insurance  law  referred  to  was  marked  "Exhibit  No. 
259"  and  appears  in  full  on  this  page.) 


1412  CONCENTRATION  OF  ECONOMIC  POWER 

TESTIMONY     OF     MITCHELL     D.     FOLLANSBEE,    DIRECTOR, 
METROPOLITAN  LIFE  INSURANCE  CO.,   CHICAGO,  ILL. 

TRANSACTIONS    OF    MITCHELL    D.  FOLLANSBEE,    DIRECTOR, 
METROPOLITAN  LIFE 

?vlr.  Gesell.  Mr.  Follansbee,  you  are  a  director  of  the  Metropolitan 
Life  Insurance  Co.,  are  you  not? 

Mr.  Follansbee.  Yes. 

Mr.  Gesell.  How  long  have  you  been  a  director? 

Mr.  Follansbee.  Twenty-four  years  next  April. 

Mr.  Gesell.  You  were  elected  sometime  in  1915? 

Mr.  Follansbee.  I  was,  at  the  time  the  company  became  a  mutual 
one. 

Mr.  Gesell.  Will  you  state  for  the  committee  the  circumstances 
under  which  you  became  a  member  of  the  board  of  directors? 

Mr.  Follansbee.  One  of  the  stockholders  of  the  company  who  with 
his  sister  controlled  51  percent  of  the  outstanding  stock  when  the 
Metropolitan  was  a  stock  company,  was  the  moving  man  to  mutualize 
the  company,  and  I  had  known  him  a  long  time.  Beginning  with 
1880  my  father  was  practicing  law  in  Chicago  and  had  been  the 
attorney  for  the  company  and  I  had  been  the  attorney  up  to  1899  in 
the  firm  of  which  we  were  both  members,  and  so  he  knew  me  and  I 
knew  all  about  the  company  then  and  I  was  well  acquainted  with 
many  officers  of  the  company.  He  asked  me  to  have  leave  to  propose 
my  name  to  go  on  the  board.     He  wanted  somebody  in  Chicago. 

Mr.  Gesell.  You  were  one  of  a  group  of  directors  who  came  on 
at  this  time,  were  you  not? 

Mr.  Follansbee.  Yes. 

Mr.  Gesell.  What  is  your  business,  Mr.  Follansbee? 

Mr.   Follansbee.  Lawyer. 

Mr.  Gesell.  With  what  firm  are  you  associated? 

Mr.  Follansbee.  Now  with  Follansbee,  Shorey  &  Schupp. 

Mr.  Gesell.  You  have  been  in  the  practice  of  law  in  Chicago 
during  the  entire  time  that  you  were  director  of  the  company? 

Mr.  Follansbee.  And  before. 

Mr.  Gesell.  Do  you  recall  an  occasion  in  January  1932,  when 
Mr.  Samuel  Fordyce  was  nominated  for  membership  on  the  board  of 
directors  of  the  Metropolitan? 

Mr.  Follansbee.  Yes. 

Mr.  Gesell.  He  also  was  a  lawyer,  was  he  not? 

Mr.  Follansbee.  Yes. 

Mr.  Gesell.  Prior  to  that  time  he  had  represented  the  company 
as  a  lawyer  in  St.  Louis? 

Mr.  Follansbee.  He  had. 

Mr.  Gesell.  At  the  time  of  his  nomination  did  any  question  come 
up  with  respect  to  whether  or  not  he  could  serve  on  the  board  of 
directors  as  an  attorney  and  continue  to  receive  fees  from  the  company? 

Mr.  Follansbee.  I  think  the  company  had  had  an  old  rule  of 
convenience  that  no  director  of  the  company  could  go  on  the  board — 
could  do  any  law  business  for  the  board.  That  was  because  a  very 
eminent  gentleman  was  pushed  off  of  the  board  to  make  room  for  me 
and  my  coadventurers,  and  that  was  an  obsolete  rule — it  became  an 
obsobte  rule. 
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Mr.  Gesell.  Let  me  see  if  I  understand.  You  say  there  was  a 
gentleman  who  had  been  taken  off  the  board  at  the  tune  you  came  on. 

Mr.  FoLLANSBEE.  He  was  an  attorney  for  the  company  in  New 
York. 

Mr.  Gesell.  What  was  his  name? 

Mr.  Follansbee.  Mr,  Butcher, 

Mr,  Gesell,  Mr.  Butcher? 

Mr,  Follansbee.  Yes. 

Mr.  Gesell.  Had  he  been  representing  the  company  while  he  was 
a  director? 

Mr.  Follansbee.  I  think  so  when  it  was  a  stock  company, 

Mr.  Gesell.  And  was  it  understood  that  when  he  went  off  the 
board  and  you  came  on,  that  no  director  of  the  MetropoUtan  who  was 
also  an  attorney  would  represent  the  company? 

Mr.  Follansbee.  Well,  there  was  talk  to  that  effect. 

Mr.  Gesell.  During  the  period  from  1915-32,  at  the  time  of  the 
nomination  of  Mr.  Fordyce,  did  you  ever  represent  the  company? 

Mr.  Follansbee.  No;  not  at  all. 

Mr.  Gesell.  This  agreement  was  in  effect  as  far  as  you  were 
concerned? 

Mr.  Follansbee.  Well,  it  was  and  it  was  not. 

Mr.  Gesell.  What  do  you  mean  by  that? 

Mr.  Follansbee.  They  said  it  to  save  Mr.  Botcher's  feeUngs,  and 
that  was  no  principle.  I  am  very  famihar  with  the  section  you  intro- 
duced of  the  statute,  .and  I  don't  think  that  it  applies  at  all, 

Mr.  Gesell.  Well,  I  want  to  make  very  clear  that  I  was  not  sug- 
gesting that  that  statute  appHes  to  your  situation  in  any  way,  sir. 
I  was  putting  it  in  so  that  the  committee  would  have  clearly  in  mind 
what  the  statutory  limitations  are  with  respect  to  these  matters. 

But  now  I  am  interested  in  knowing  whether  this  agreement  or 
understanding  was  a  definite  policy  of  the  board  of  directors  or  not. 

Mr.  Follansbee.  No;  I  don't  think  so. 

Mr.  Gesell.  Was  that  policy  mentioned  when  Mr,  Fordyce  was 
nominated  in  1932? 

Mr.  Follansbee.  It  was  not. 

Mr.  Gesell.  No  question  came  up  as  to  whether  or  not  he  could 
contmue  to  represent  the  company? 

Mr.  Follansbee.  No;  certainly  not. 

Mr.  Gesell.  Well  now,  shortly  after  that  you  became  associated 
as  counsel  with  the  Metropolitan,  did  you  not? 

Mr.  Follansbee.  In  Chicago,  and  our  firm  became  one  of  the  three 
law  firms  that  represented  the  Metropolitan  in  Chicago, 

Mr.  Gesell.  You  had  asked  to  receive  business  for  your  firm  prior 
to  1932,  had  you  not? 

Mr.  Follansbee.  I  think  I  had,  when  I  got  to  know  them  better, 

Mr,  Gesell.  You  had  not  received  any  business? 

Mr.  Follansbee.  No. 

_Mr.  Gesell.  On  May  7,  1932,  did  you  not  write  Mr.  Leroy  A. 
Lincoln,  the  then  vice  president  and  general  counsel  of  the  company, 
this  letter  [readmg  from  "Exhibit  No.  260"]: 

When  I  came  on  the  board  a  great  many  years  ago,  when  the  company  was 
first  mutualized,  I,  or  someone  else  elected  at  the  same  time,  took  the  place  of 
Mr.  Butcher,  and  Mr.  Butcher  was  told  in  those  days  that  the  policy  of  the 
company  forbade  any  director  to  represent,  as  counsel,  the  company  in  any  way. 


1414        CONCENTRATION  OF  ECONOMIC  POWER 

That  policy  was  changed,  as  I  understand,  and  the  evidence  of  the  change  was 
that  my  friend,  Sam  Fordyce,  retained  his  legal  representation  for  the  company 
after  he  became  a  director. 

The  company  is  apt  to  have  a  lot  of  important  real-estate  foreclosures  in  this 
vicinity,  and  I  write  to  you  as  general  counsel  asking  you  to  give  our  firm,  which 
has  always  had  both  knowledge  and  facility  in  such  matters,  consideration. 

My  father  in  1887  brought  the  business  of  the  Metropolitan  to  his  firm  of 
Hoyne,  Follansbee  &  O'Connor.  On  the  dissolution  of  that  firm  in  1899,  Mr. 
O'Connor,  who  has  been  dead  almost  9  years,  came  on  to  New  York  and  per- 
suaded one  of  your  predecessors  in  office  that  ho  was  the  man  who  had  attended 
to  the  details  of  your  cases.  Now  Mr.  Hoyne  is  almost  89  years  of  age  and  the 
work  is  done  by  his  partners.  I  do  not  want  to  interfere  with  his  representation 
but  I  think  the  above  historical  statement  would  tend  to  make  you  feel  that  my 
request  that  I  be  counted  iu  is  very  reasonable. 

Do  you  recall  writing  that  letter? 

Mr.  Follansbee.  I  do, 

Mr.  Gesell.  I  wish  to  offer  this  letter  for  the  record. 

(The  letter  referred  to  was  marked  "Exhibit  No.  260"  and  is  in- 
cluded in  the  appendix  on  p.  1558.) 

Senator  King.  May  I  inquire,  Mr.  Chairman,  if  the  purpose  of 
this  testimony  is  to  show  that  this  Avitness  was  a  director  and  at  the 
same  time  was  acting  as  attorney?  It  seems  to  me  we  are  going  a 
long  way  around  to  get  at  a  very  small  issue. 

Mr.  Gesell.  I  think  the  circumstances  under  which  Mr.  Follans- 
bee's  firm  received  the  business,  the  nature  of  the  business  done  by  the 
firm,  are  all  important  matters  to  come  before  the  committee. 

Senator  King.  I  am  not  commenting  on  that.  Is  that  the  only^ 
point,  to  show  that  his  firm,  while  he  was  one  of  the  directors,  received 
business  from  the  company? 

Mr.  Gesell.  That  is  correct.  He  is  just  one  of  several  witnesses  to 
be  called  for  this  and  other  questions  with  respect  to  this  matter. 

Senator  King.  Why  don't  you  ask  him  if  his  firm,  notwithstanding 
le  was  a  director,  received  business? 

Mr.  Gesell.  I  prefer  to  develop  it  in  another  way. 

Senator  King.  It  seems  to  me  it  is  an  unnecessary  consumption  of 
time. 

Mr.  Gesell.  As  a  result  of  that  letter,  Mr.  Follansbee,  did  your 
f  rm  receive  business? 

Mr.  Follansbee.  It  did. 

Mr.  Gesell.  And  it  has  been  receiving  business  from  the  company 
ever  since. 

Air.  Follansbee.  For  the  last  6  or  7  years. 

Mr.  Gesell.  Am  I  correct  in  stating  that  during  that  period  your 
firm  represented  the  Metropolitan  in  1,382  foreclosures  for  total  fees 
amounting  to  $336,920;  in  six  loan  matters  for  fees  amounting  to 
$2,025;  in  six  sales  matters  for  fees  amounting  to  SI, 250;  and  in  seven 
miscellaneous  cases  for  additional  fees  amounting  to  $18,885,  making 
a  grand  total  of  $359,080  in  business  received  since  the  writing  of  that 
letter? 

Mr.  Follansbee.  I  should  say,  about  $25,000  of  that  amount  was 
paid  by  the  owners  of  equities,  and  the  otlier  part  of  it  was  paid  by  the 
Metropolitan. 

Mr.  Gesell.  All  but  about  $25,000  of  this  $359,000  odd  was  paid 
to  your  firm  by  the  Metropolitan?     Is  that  correct? 

\\t.  Follansbee.  Yes;  and  I  nm  ]U'0{)arod  to  defend  the  reasonable- 
ness of  my  charges  or  of  our  charges,  now  or  at  any  time. 
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Mr.  Gesell.  I  am  quite  willing  to  state  for  the  record  that  there  is 
no  effort  on  my  part  to  show  that  the  fees  were  not  earned,  Mr. 
Follansbee. 

Now  3^ou  are  in  regular  attendance  at  the  meetings  of  the  board  of 
directors  of  the  Metropolitan,  are  you  not? 

Mr.  Follansbee.  In  very  regular  attendance. 

Mr.  Gesell.  You  have  one  of  the  best  attendance  records  of  anyone 
on  the  board,  have  you  not? 

Mr.  Follansbee.  I  know  all  of  the  people  who  are  officers  of  the 
Metropolitan  and  I  have  a  sentimental  interest  in  it.  I  have  attended 
all  the  meetings  that  I  could  attend. 

Senator  King.  Are  you  the  only  representative  on  the  board  from 
Chicago? 

Mr.  Follansbee.  Yes;  and  have  always  been. 

Mr.  Gesell.  Now,  Mr.  Follansbee,  at  these  meetings  of  the  board 
of  directors  was  the  board  called  upon  to  consider  whether  or  not  it 
would  approve  these  fees  to  your  firm? 

Mr.  Follansbee.  Under  the  laws  of  the  State  of  New  York  or  the 
regulations  of  the  insurance  department,  all  firms  or  officers  or  probate 
firms  or  any  others  who  are  going  to  receive  upwards  of  $5,000  in 
any  calendar  year  must  be  reported  to  the  board,  and  thej^  knew  it 
from  the  start.  These  days,  if  we  send  in  $5,000  worth  of  bills,  they 
are  especially  approved  by  the  board^every  $5,000  at  a  time. 

Mr.  Gesell.  I  have  before  me  the  minutes  of  the  regular  monthly 
meeting  of  the  board  of  directors  of  the  Metropolitan  held  at  the 
home  office  of  the  company  on  January  26,  1937.  These  minutes 
record  you  as  being  one  of  the  directors  present,  and  I  notice  that  on 
that  occasion,  on  motion  the  board  authorized  payment  of  bills  for 
legal  services  approved  by  the  officers  w^hich  in  the  aggregate  exceeded 
$5,000  for  the  year  1937,  and  included  among  these  fees  was  a  fee  to 
your  firm. 

Mr.  Follansbee.  Yes. 

Mr.  Gesell.  Did  you  participate  in  those  discussions  and  vote  in 
favor  of  the  fees  to  your  firm? 

Mr.  Follansbee.  I  wag  always  very  careful  not  to.  I  never  voted 
for  any  fees  of  my  own.  Eemember,  I  am  a  lawyer  and  I  have  some 
experience  in  teaching  legal  ethics. 

Mr.  Gesell.  Well  now,  I  ^vill  show  you  the  copy  of  the  minutes 
and  ask  you  whether  they  record  your  withdrawal  from  these  dis- 
cussions or  the  fact  that  you  did  not  vote. 

Mr.  Follansbee.  We  never  withdraw,  but  I  ne\  er  voted  on  any 
question  of  my  own  fees,  I  am  sure. 

Mr.  Gesell.  The  minutes  do  not  record  that  you  did  not  vote  or 
that  3^ou  withdrew  from  the  room. 

Mr.  Follansbee.  Well,  the  Metropolitan  has  a  very  long  agenda 
and  those  minutes  are  true  minutes,  but  they  don't  record  the  fact 
that  I  was  silent  or  did  a  thing  like  withdrawing  from  the  room. 

Mr.  Gesell.  I  was  just  wondering,  Mr.  Follansbee,  whether  your 
very  presence  in  the  board  room  when  these  fees  were  approved  did 
not  put  your  colleagues  in  a  very  embarrassing  position,  if  they  did 
not  think  the  fees  were  justified. 

Mr.  Follansbee.  I  don't  think  it  did.  They  all  know  that  we 
did  work  for  not  more  than  our  two  other  firms  would  charge,  and 
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they  had  a  certain  faith  in  me  from  a  long  and  intimate  acquaintance 
so  that  they  couldn't  have  thought  an;;^  such  thing. 

Mr.  Gesell.  Now  may  I  ask  you  this:  Did  this  increase  of  business 
for  your  firm,  over  1,000  foreclosure  actions,  oblige  you  to  increase 
the  personnel  of  the  staff  of  your  firm  in  any  way? 

Mr.  FoLLANSBEE.  It  did.  We  took  on  two  young  men  and  four 
young  women,  and  more  space. 

Mr.  Gesell.  Did  you  attend  to  this  business  j^ourself  ? 

Mr.  FoLLANSBEE.  I  did  to  this  extent.  The  company  had 
$200,000,000  worth  of  mortgages  in  Chicago  when  the  disaster  came 
along  and  I  was  told  to  be  very  lenient,  as  far  as  I  could,  and  I  talked 
to  every  equity  holder  about  his  obligation,  and  many  times  persuaded 
him  to  make  up  the  delinquencies  or  I  got  a  delay  of  a  few  months  for 
him,  and  I  am  responsible  for  the  contact  of  all  those  cases.  Many 
times  we  did  not  charge  anything;  in  many  instances  we  charged  him 
a  very  minor  fee. 

Mr.  Gesell.  You  are  a  partner  of  the  firm,  are  you  not? 

Mr.  FoLLANSBEE.  Yes. 

Mr.  Gesell.  And  have  an  interest  in  its  profits? 

Mr.  FoLLANSBEE.  Ycs,  if  any. 

Mr.  Gesell.  Can  you  tell  me,  Mr.  Follansbee,  whether  your 
business  exceeded  the  business  which  was  given  by  the  Metropolitan 
to  the  firm  which  had  been  regularly  handling  it  prior  to  your  letter 
in  1932? 

Mr.  Follansbee.  I  don't  know. 

Mr.  Gesell.  Do  you  know  whether  it  was  in  excess  or  below? 

Mr.  Follansbee.  I  don't  really  know.  All  foreclosures  are  a 
matter  of  record  in  our  daily  law  bulletin  in  Chicago,  and  I  think  we 
ran  about  even. 

Mr.  Gesell.  Do  you  not  know  that  your  firm  received  more  fees 
than  Hoyne,  O'Connor  &  Rubicam  during  this  period? 

Mr.  Follansbee.  I  don't  know  that. 

Mr.  Gesell.  I  have  no  further  questions  of  this  witness. 

Senator  King.  That  is  all  so  far  as  I  am  concerned. 

Mr.  Follansbee.  I  practiced  law  as  attorney  for  the  Metropolitan 
until  1899,  and  I  did  not  come  on  the  board  until  1915. 

The  Vice  Chairman.  Thank  you  very  much,  Mr.  Follansbee. 

Mr.  Follansbee.  I  shall  be  very  happy  to  defend  my  charges. 

Mr.  Gesell.  The  next  witness  is  Mr.  Thomas  A.  Buckner. 

The  Vice  Chairman.  Mr.  Buckner,  have  a^ou  been  sworn? 

Mr.  Buckner.  No,  sir. 

The  Vice  Chairman.  Do  you  solemnly  swear  the  testimony  you 
are  about  to  give  will  be  the  truth,  the  whole  truth,  and  nothing  but 
the  truth,  so  help  you  God? 

Mr.  Buckner.  I  do. 
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TESTIMONY  OF  THOMAS  A.  BUCKNER,  CHAIRMAN  OF  THE  BOARD, 
NEW  YORK  LIFE  INSURANCE  CO.,  NEW  YORK,  N.  Y. 

GROWTH      OF      NEW      YORK     LIFE — SELECTION     AND     ATTENDANCE     OP 
DIRECTORS 

Mr.  Gesell.  What  is  your  full  name,  please? 

Mr.  BucKNER.  Thomas  A.  Buckner. 

Mr.  Gesell.  You  are  cliaimian  of  the  board  of  the  New  York  Life 
Insurance  Co.,  are  you  not? 

Mr.  BucKNER.  I  am. 

Mr.  Gesell.  How  many  years  have  you  been  associated  with  that 
company,  Mr.  Buckner? 

Mr.  BucKNER.  Fifty-nine  years  this  coming  April. 

Mr.  Gesell.  How  long  have  you  been  chairman  of  the  board? 

Mr.  Buckner.  About  2  years,  a  little  over. 

(Senator  King  assumed  the  Chair.) 

Mr.  Gesell.  Prior  to  that  time,  you  were  president  of  the  company? 

Mr.  Buckner.  President,  elected  in  1931. 

Mr.  Gesell.  Will  you  give  the  committee  some  idea  of  the  size 
and  growth  of  your  company  and  the  type  of  insurance  and  business 
in  which  it  is  engaged? 

Mr.  Buckner.  We  are  engaged  exclusively,  of  course,  in  the  hfe 
insurance  business,  and  we  do  only  one  class  of  life  insurance,  the 
ordinary,  what  is  known  as  the  ordinary  insurance.  I  assume  that 
I  may  be  permitted  to  speak  of  the  growth  in  a  consecutive  way. 
My  experience  with  the  company,  of  course — covering  as  it  does  my 
service  with  the  company,  nearly  59  years — covers  essentially  the 
entire  growth  of  the  company.  When  I  entered  the  company's  serv- 
ice the  assets  were  under  40  millions,  the  insurance  in  force  something 
over  100  milhons.  Today  the  assets  of  the  company  are  $2,000,000,900 
and  the  insurance  in  force  is  something  under  $7,000,000,000. 

With  all  modesty  I  would  say  tliat  myself  and  my  brothers,  who 
entered  the  service  at  practically  the  same  time,  have  contributed 
quite  a  part  in  the  growth  of  the  New  York  Life  Insurance  Co. 

Mr.  Gesell.  What  did  you  say  the  admitted  assets  were  at  the 
present  time,  sir?- 

Mr.  Buckner.  Two  billion— just  a  little  bit  under  $2,700,000,000. 

Acting  Chairman  King.  $2,600,000,000,  you  stated. 

Mr.  Buckner.  A  httle  less  than  $7,000,000,000  of  insurance  in 
force.     Did  I?     I  am  sorry,  I  never  had  any  head  for  figures. 

I  would  like  to  say,  if  you  will  permit  me,  a  little  as  to  the  back- 
ground concerning  the  development  and  growth  of  the  New  York 
Life  Insurance  Co.  My  father  v.as  the  manager  of  the  company  at 
Milwaukee,  Wis.,  in  1879.  He  took  myself  and  two  brothers  into  the 
office  one  at  a  time,  serially,  so  to  speak,  in  the  service  of  the  company 
as  oflice  bo.ys,  developing  us  along  the  line,  for  a  few  years,  of  exper- 
ience. Following  that,  I  went  out  in  the  field  as  an  agent  in  the  State 
of  Iowa,  and  I  began  my  contribution  toward  the  growth  of  the  New 
York  Life.  My  younger  brother,  a  little  later,  went  into  Minnesota 
and  North  Dakota,  and  contributed  his  share  in  the  growth  of  the 
New  York  Life,  small  as  it  might  have  been  in  those  days. 
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My  older  brother  remained  in  Milwaukee,  continuing  there  as 
the  head  of  the  company's  business,  the  production  end  of  the  business, 
for  a  little  over  40  years. 

Acting  Chairman  King.  Milwaukee  was  the  headquarters  of  the 
office? 

Mr.  BucKNER.  At  that  time  it  was  the  headquarters;  and  upon 
the  end  of  his  service  there  he  retired  from  active  business. 

My  younger  brother  handled  tlie  production  end  of  the  business  as 
he  developed  into  manhood  in  the  Northwest,  the  near  Northwest, 
while  I  v/ent  into  the  Southwest.  Later  my  brother  was  transferred 
to  Paris,  where  he  had  charge  of  the  European  business  of  the  com- 
pany, and  was  subsequently  made  a  vice  president.-  He  spent  10 
years  there  in  developing  foreign  business  very  successfully,  and  tlien 
Ihe  war  came  on,  and  with  the  aftermath  of  currency  debasement  and 
entanglements  resulting  from  the  war,  we  considered  it  wise  to 
liquidate  the  foreign  business,  which  my  brother  spent  the  next  10 
j^ears  in  doing,  and  very  successfully. 

On  my  part  I  was  eventually  in  Chicago.  On  the  birth  of  my  son 
I  decided  that  he  should  likewise  follow  in  the  insurance  business 
after  he  went  through  school.  He  finally  went  to  Vale  and  about  20 
years  ago  'my  prececessor  took  him  into  the  home  office  as  a  clerk, 
and  he  has  been  there  for  20  years.  Now  that  is  a  iittle  background 
that  I  am  giving  because  beginning  in  1880  the  development  in  New 
York  Life  started.  I  had  charge  of  all  the  American  business  after 
T  became  fourth  vice  president  of  the  company  in  1900.  My  brother 
had  charge  of  the  European  business,  I  mean  the  production  end. 

Mr.  Gesell.  By  production  you  mean  the  writing  of  insurance 
policies? 

Mr.  BucKNER.  Writing  of  new  business,  and  so  we  of  course  have 
played  somewhat  a  large  part  in  the  growth  of  the  company.  The 
growth  of  the  company  from  1880  on  was  just  a  moderate  growth, 
such  as  a  life-insurance  company  naturally  has,  until  1893  when  the 
company  got  out  a  new  policy  form,  very  much  more  liberal  to  the 
policyholder;  incidentally  it  extended  all  the  benefits  to  the  old 
policyholders,  a  policy  containing  loan  privileges,  and  reinstatement 
privileges,  and  days  of  grace,  and  so  forth  and  so  on.  That  gave  a 
great  impetus  to  the  business  from  1893  on  up  to  1906;  we  grew 
rather  rapidly.  In  the  investigation  of  1905  of  course  we  got  pretty 
hard  hit,  the  agents  did,  and  then  the  laws  of  1906  which  became 
effective,  as  I  recall  it,  Mr.  Chairman,  on  January  1,  1907.  Those 
laws  contained  restrictions  in  most  every  direction,  and  I  would  like 
to  say  now  wise  restrictions  with  the  exception  of  stunting  the  growth 
of  companies. 

Mr.  Hughes,  then  Governor  of  the  State,  still  Governor  of  the  State 
in  1910,  realized  this  and  approved  an  amendment  to  the  limita- 
tion of  new  business,  permitting  growth,  and  as  the  result  of  that 
amendment  we  began  to  grow,  from  1910  on  until  the  war  came  along. 
Then  we  had  several  new  factors  en-ter  into  life  insurance,  notably 
the  advent  of  women  into  the  economic  life  of  the  country,  hito 
business.  We  had  a  very  small  percentage  of  women,  for  illustration, 
in  our  home  office  in  1906;  I  should  say  less  than  10  percent  of  our 
clerical  force;  while  toda}^  out  of  4,500  employees  I  am  quite  sure  we 
have  over  two-thirds  women.  Thcj  have  gone  into  wage  earning 
and  of  course  they  naturally  took  out  life  insurance  with  their  earnings 
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as  a  protection  to  those  whom  they  were  helping  to  support,  and 
particularly  as  a  savings  for  old  aee  and  for  the  purpose  of  buying 
annuities  in  old  age. 

Acting  Chairman  King.  If  I  may  interrupt,  my  recollection  is  that 
the  women  of  the  United  States  have  policies  now  greatly  in  excess  of 
the  lumber  held  by  men,  going  into  some  twenty  or  thirty  millions  of 
policies? 

Mi  Buckner.  That  just  illustrates  my  point.  That  has  accel- 
erateti  quite  a  bit  of  new  business,  and  of  course  it  is  a  new  business 
that  increases  insurance  in  force.  Insurance  in  force  means  increased 
assets.  The  another  element  came  in.  A  large  part  of  the  people  had 
been  considered  by  life  insurance  companies  as  impaired  risks,  not 
insurable.  Our  actuaries  and  medical  department  had,  some  years 
prior  to  1906,  developed  a  plan  to  cover  the  impairment  and  grant 
insurance  to  these  impaired  risks,  but  the  coverage  was  not  satis- 
factory. It  was  based  on  a  wrong  theory,  that  is  an  unpopular  theory, 
of  putting  liens  on  the  policy,  so  that  if  a  man  died  in  the  first  year  lus 
wife  would  not  get  much;  if  he  died  in  the  fifth  year  she  would  get 
more,  and  so  on  the  hens  ran.  However,  that  was  not  popular,  and 
after  1906  the  actuaries  of  the  company  devised  a  new  method  of 
meeting  the  impairment  with  very  satisfactory  results,  which  brought 
to  these  people  a  practical  way  of  getting  insurance  without  feelmg 
that  the  family  would  get  less  than  the  face  of  the  policy.  That  was 
a  system  of  advancing  the  age  of  the  insured  to  meet  the  impair- 
ment. For  example:  if  an  impaired  risk  35  years  old  had  a  calcu- 
lated life  expectancy  equal  to  that  of  a  good  risk  40  years  old  we 
insured  him  at  the  rate  of  age  40,  and  that  way  covered  the  hazard. 

That  added  materially  to  our  new  production  and  the  prosperity 
of  the  company,  and  the  company  grew  fauly  fast  after'1910,  I  would 
say,  when  the  limits  were  off.  Let  me  say,  the  hmitation  bOl  was 
amended  to  permit  growth  based  on  economy  of  management,  and 
that  is  the  economy  of  management  which  Mr.  Hughes  thought  was 
the  prime  purpose,  and  if  the  company  were  able  to  keep  its  expenses  of 
procuring  business  within  the  amount  allowed  by  law,  then  they  should 
be  allowed  a  certain  percentage  of  growth,  based  on  those  ratios. 

Acting  Chairman  King.  Is  that  a  present  law  in  New  York  State? 

Mr.  Buckner.  Yes;  that  is  a  present  law.  It  has  been  somewhat 
enlarged  by  taking  a  little  different  category  of  expenses  into 

Mr.  Gesell  (interposing).  There  is  a  different  limitation  on  costs. 

Mr.  Buckner.  Yes,  sir;  and  if  we  stay  within  it  percentage  of 
growth  is  permitted. 

Then  the  war  came  on  and  gave  us  what  we  thought  was  going 
to  be  a  back-set,  but  on  the  contrary  the  war  popularized  life  insur- 
ance as  no  number  of  agents  could  ever  have  done.  The  Govern- 
ment of  the  United  States  did  it  in  putting  out,  in  establishing,  the 
War  Risk  Bureau.  There  the  Government,  quite  properly,  insured 
the  soldiers  and  the  sailors,  but  they  put  a  valuation  on  the  life  of  men, 
young  men  without  training,  either  mental  training  perhaps  or  any 
business  experience.  They  put  a  valuation  of  $10,000  on  that  Hfe, 
and  he  was  urged  to  take  this  $10,000  insurance.  That,  of  course, 
went  all  over  the  United  States.  The  father  of  the  boy,  with  perhaps 
a  wife  and  other  children  to  support,  said,  "WeU,  if  my  boy  is  going 
to  carry  $10,000  insurance  for  my  protection,  I  am  totally  uninsured, 
or  rather  underinsured."     It  gave  a  great  impetus  to  the  business. 
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Following  that  came  the  influenza  epidemic.  That  frightened  the 
people  of  the  country  mto  a  realization  of  the  uncertainties  of  life  as  no 
amount  of  ordinary  argument  could  ever  do.  That  gave  life  insurance 
a  great  impetus,  and  added  to  those  other  factors.  The  business  grew 
very  rapidly  in  the  twenties.  I  think  it  was  something  like  2  billions  of 
insurance  we  had  in  force  in  1910  or  thereabouts,  and  the  business  ran 
up  to  over  7  billions  during  the  twenties.  Then  growth  stopped  dur- 
ing the  depression.  As  a  matter  of  fact,  the  factor  that  governs 
growth,  the  yardstick  factor,  is  the  insurance  in  force.  Assets  may 
continue  to  grow  for  a  time,  diminishing  in  growth  after  the  insurance 
in  force  becomes  static,  but  eventually  it  is  bound  to  get  down  to  the 
level  of  that  insurance  in  force  as  the  ages  of  policies  become  an  aver- 
age age. 

Mr.  Gesell.  You  mean  by  that,  Mr.  Buckner,  that  if  you  want  a 
barometer  from  day  to  day  of  whether  a  company  is  growing,  it  is 
best  to  look  at  the  insurance  in  force  from  day  to  day  because  the 
assets  are  always  catching  up  with  the  insurance  in  force. 

Mr.  Buckner.  Exactly.  I  would  like  to  say  that  our  insurance  in 
force  December  31,  1928,  was  7,000,000,000—1  think  I  have  it  here 
but  if  I  haven't  I  will  give  it  approximately — it  was  7,266,000,000,  in 
our  company  and  at  the  end  of  1938,  that  is  bringing  it  right  down 
to  date — after  10  years  our  insurance  in  force  is  $6,793,000,000  so 
that  we  have  $472,000,000  less  insurance  in  force  after  10  years  from 
the  high-water  mark — it  got  a  little  liigher  in  '30  but  I  am  taking  the 
10-year  period,  in  which  there  is  a  reduction.  We  have  been  standing 
still  on  the  insurance  account  during  the  depression. 

Mr.  Gesell.  May  I  ask  whether  during  this  period,  Mr.  Buckner, 
your  company  has  made  a  concerted  eft'ort  to  write  even  your  busi- 


Mr.  Buckner  (interposing).  We  have  never  ceased  to  do  that.  If 
you  will  permit  me,  I  would  like  to  finish  up  a  little  bit. 

Mr.  Gesell.  I  am  sorry.     I  thought  you  were  through. 

Mr.  Buckner.  While  the  insurance  in  force  has  not  increased, 
the  assets  on  the  insurance  account,  if  no  other  factors  are  involved, 
would  be  only  two  or  three — let's  see  if  I  am  right — a  couple  of  hundred 
millions,  two  or  three  hundred  millions  more  at  the  end  of  1938  than 
it  was  at  the  end  of  1928.  But  there  were  other  elements  which  en- 
tered into  it,  unexpectedly  I  may  say,  to  increase  assets  and  not 
increase  insurance  in  force. 

Mr.  Gesell.  Do  I  take  it,  then,  that  your  assets  have  increased 
since  1928  though  your  insurance  in  force  has  not? 

Mr.  Buckner.  That  is  it,  though  now  the  increase  has  been  quite 
large  to ^ 

Mr.  Gesell  (interposing).  What  has  been  the  increase? 

Mr.  Buckner.  That  I  haven't  the  figures  on,  but  it  has  been  very 
substantial.     I  should  say  probably  a  billion  dollars. 

Mr.  Gesell.  About  a  billion  dollars. 

Mr.  Buckner.  That  is  just  an  approximation.  I  really  don't  have 
the  figures  in  my  head 

Now,  the  trend  that  brought  the  assets  to  growing  way  beyond  what 
would  be  expected  when  the  insurance  stands  still  was  the  great  confi- 
dence that  the  people  of  the  country  seemed  to  acquire  in  the  life- 
insurance  companies  when  their  confidence  had  been  shaken  through 
the  disasters,  financial  disasters  and  losses,  stock-exchange  securities, 
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and  so  forth  and  they  began  to  turn  their  money  toward  us.  One 
pomt  was,  people  began  to  pay  their  premiums  in  advance,  not  one 
year  in  advance  but  years,  on  a  discount  basis.  They  would  discount 
their  premiums  for  10  years  in  advance.  They  were  afraid  to  put  it 
anywhere  else. 

Mr.  Gesell.  You  became  more  and  more  in  the  banking  business. 
Mr.  BucKNER.  I  am  sorry  to  say  it  has  that  aspect,  but  that  was 
an  option  and  that  was  a  privilege  they  had. 

Then  people,  whose  dividends  were  usable  to  reduce  their  annual 
premiums  as  they  fell  due,  .paid  the  premiums  in  full  and  began 
to  leave  the  dividends  with  the  company  as  they  had  a  right  to  do 
under  the  policy  contract, 

Mr.  Gesell.  So  with  respect  to  those 

Mr.  BucKNER  (interposing).  One  hundred  millions  of  dividends  are 
now  left  with  the  company. 

Mr.  Gesell.  So  in  a  sense  your  company  is  really  an  investment 
trust  for  that  hundreds  of  millions  of  dollars? 

Mr.  BucKNER.  Well,  if  you  want  to  construe  it — that  is  probably 
a  part  of  the  picture  of  life  insurance  companies.  As  Governor 
Hughes  said  in  an  address,  it  is  not  only  a  protection  but  it  is  an  outlet 
for  the  thrift  of  the  people,  for  savings  for  themselves  in  old  age  or  for 
their  families  or  for  annuities,  and  so  forth. 

Then  a  bigger  tide  than  that  struck  us  and  that  was  the  purchase  of 
annuities.  Of  course,  we  are  in  the  business  to  sell  annuities  and  life 
insurance.  The  reserve  for  annuities  at  the  start  of  this  period  was — 
well,  in  1905  we  had  a  reserve  to  meet  all  annuities  that  had  not  been 
liquidated  up  to  that  date,  all  that  had  ever  been  taken  with  the  com- 
pany, of  $16,000,000.  In  1928  we  held  47  miUions  as  a  reserve  for 
annuities.  Then  the  troubles  came  and — they  may  be  due  to  the 
great  confidence  in  insurance — ^and  we  are  not  alone;  every  company 
has  the  same  story:  At  the  end  of  1938,  the  47  millions  of  1928  had 
risen  to  three  hundred  fourteen  odd  millions  as  reserve  on  annuities. 

Mr.  Gesell.  It  would  be  safe  to  say,  wouldn't  it,  that  some  of  the 
previous  charts  we  had  here  indicatuig  that  the  insurance  companies 
were  taking  more  and  more  of  the  public  savings  were  correct  and  that 
in  recent  years  there  has  been  an  increasing  turn  of  the  people  to  the 
insurance  companies?  ' 

Mr.  Buckner.  I  don't  exactly  like  your  phraseology  of  taking 

Mr.  Gesell  (interposing).  Receiving,  I  should  say. 
Mr.  Buckner.  We  are  just  about  in  the  same  business  in  that 
respect  that  the  United  States  Government  is  in,  and  all  praise  to 
the  Government  for  the  baby  bond. 

Mr.  Gesell.  Yet  the  people  are  coming  with  money  to  you. 
Mr.  Buckner.  The  people  are  saving  the  money  that  they  earn, 
and,  mind  you,  these  are  the  small  people;  the  big  people  don't  cut 
much  figure  in  the  life-insurance  game.  Our  average  policy  is  only 
$2,400.  It  is  the  little  fellow  with  the  small  savings  he  is  accumulating 
with  a  life-insurance  policy  to  protect  his  family  and  at  the  same  time 
to  save  his  money  for  his  old  age. 

Mr.  Gesell.  May  I  ask,  your  company  is  now,  in  terms  of  insurance 
in  force,  the  second  or  third  largest? 

Mr.  Buckner.  Well,  we  do  one  class  of  business.  I  should  say  if 
you  eliminate  the  group  insurance  and  industrial  insurance,  we  would 

»  See  "Exhibit  No.  221",  supra,  p.  1189. 
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still  be  third.  I  mean  to  say  that  I  think  we  would  be  third,  even  on 
ordinary  business;  the  Metropolitan  and  Prudential  being  the  larger. 

Mr.  Gesell.  You  have  never  written  any  industrial  insurance? 

Mr.  BucKNER.  No. 

Mr.  Gesell.  Why  is  that? 

Mr.  BucKNER.  Well,  to  be  frank  with  you,  from  time  to  time,  not 
in  the  last  10  years,  15  years,  perhaps,  but  even  when  I  was  vice 
president,  we  had  talks  about  it,  but  we  concluded  the  field  was  well 
covered  and  ably  covered  and  there  was  no  room  for  additional  com- 
petition in  that  field.  It  is  the  kind  of  .business  in  which  you  cannot 
get  a  whole  lot  of  people;  if  life  insurance  could  take  a  square  block  in 
New  York  and  each  company  going  up  to  these  people  to  insure 
them 

Mr.  Gesell.  Why  not?  That  is  what  is  happening  m  the  ordmary 
field.     . 

Mr.  BucKNER.  The  ordinary  field  is  as  wide  as  the  poles;  this  other 
is  limited  and  concentrated.  I  don't  know  anything  about  the 
business,  to  tell  you  the  truth.  That  is  one  reason  why  I  objected, 
because  I  did  not  know  anything  about  it.  But  we  concluded  that 
that  business  was  well  covered,  plenty  of  coverage,  and  very  ably 
done  by  people  who  knew  about  it,  knew  how  to  handle  it,  and  made  a 
study  of  it.     We  knew  nothing;  we  stayed  out. 

Acting  Chairman  King.  You  speciaHzed  in  the  ordinary  fife? 

Mr.  BucKNER.  We  stuck  to  the  straight  and  narrow  path  of  insuring 
individuals,  one  at  a  time,  on  their  own  merits  and  own  apphcations. 

Acting  Chairman  King.  You  think  you  have  made  a  success  along 
that  line? 

Mr.  BucKNER.  I  don't  know;  some  people  think  so. 

Mr.  Gesell.  Do  you  think  this  growth  of  your  company  which 
you  described  has  been  in  the  interest  of  the  policyholders? 

Mr.  BucKNER.  Why,  certainly  it  has  been  in  the  interest  of  the 
people  who  insure. 

Mr.  Gesell.  I  don't  mean  the  new  people  who  come  in. 

Mr.  Buckner,  They  all  came  in  and  whether  one  class  came  last 
year  and  another  class  came  before  and  the  doors  are  open  for  the 
class  of  1939 

Mr,  Gesell.  Let  me  put  it  this  way,  so  you  wUl  understand  what 
I  have  in  mind.  Do  you  feel  that  the  cost  of  insurance  in  your  com- 
pany has  decreased  as  the  amount  of  the  insurance  in  force  has  in- 
creased? 

Mr.  Buckner.  I  think  you  are  moving  into  a  realm  where  no  ordi- 
nary lay  life  insurance  man  would  dare  to  intrude. 

Mr.  Gesell.  You  are  not  a  layman  in  the  life  insurance  business, 
are  you? 

Mr.  Buckner.  The  cost  of  life  insurance  involves  so  many  ques- 
tions that  it  would  take  an  actuary,  and  a  mighty  good  one,  to  finally 
get  down  to  tell  what  jou  mean  by  cost. 

Mr.  Gesell.  Let  me 

Mr.  Buckner.  Now,  I  would  say  this,  if  you  don't  mind 

Mr.  Gesell.  Certainly. 

Mr.  Buckner.  By  and  large,  and  I  think  all  the  books  will  show, 
and  that  is  about  the  only  way  I  find  out,- the  New  York  Life  dividends 
average  well  up  toward  the  front.  I  don't  claim  that  we  are  top, 
No.  1,  on  all  counts;  we  are  No.  1  on  some  and  No.  2  on  others,  and 
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No.  3  on  others.  I  want  to  get  this  in  full.  Pardon  me,  because 
this  matter  of  cost  in  msurance  has  been  a  debatable  question  that 
goes  around  the  ring  from  one  January  1  to  December  31,  from  all 
life-insurance  agents  in  the  country,  but  I  want  to  make  this  point 
clear.  The  mutual  life  insurance  companies  are  the  factor  that  keep 
down  the  cost  on  stock  companies  as  well  as  the  mutual  companies. 
In  other  words,  they  are  the  bulwark:  stock  companies  have  to  meet 
the  issue  or  go  out  of  business. 

Mr.  Gesell.  Let  us  see  if  I  understand  you  on  that.  If  a  stock 
company  is  selling  insurance  there  is  the  danger  that  the  proprietary 
interest  will  draw  off  to  themselves  such  amount  of  profit  that  the 
insurance  to  the  policyholder  will  become  higher  and  higher  and  tho 
thing  which  prevents  that  from  happening  in  some  stock  companies  is 
the  fact  that 

Mr.  BucKNER.  Well,  I  am  speaking  not  in  particular,  but  by  and 
large. 

Mr.  Gesell.  The  thing  that  prevents — — 

Mr.  BucKNER.  They  are  paying  just  wliat  insurance  costs  them. 

Mr.  Gesell.  Now  coming  back  to  my  other  question,  I  do  not  want 
to  leave  it.  It  would  appear  to  me  to  be  of  prune  importance  in  the 
operation  of  your  business  to  determine  whether  your  policyholders 
are  getting  cheaper  insurance  as  the  company  gets  larger  because  if 
that  is  not  the  fact  it  would  be  against  the  whole  conception  of 
mutuality  for  the  company  to  grow,  would  it  not? 

Mr.  BucKNER.  I  don't  think  so.  I  think  a  company  is  a  group  of 
men,  and  women  now,  who  have  banded  themselves  together  for 
mutual  protection  to  insure  each  other's  life  at  the  lowest  cost  they 
can,  but  I  do  not  think  there  should  be  any  limitation. 

Well,  to  be  frank  with  you,  you  could  never  see  it  as  I  do,  Mr. 
Counsellor,  because  I  look  upon  life  insurance  as  the  greatest  bene- 
factor of  humanity,  next  to  religion;  so  that  regardless  of  cost  I  would 
say  that  all  who  will  may  come  into  the  New  York  Life  and  receive 
the  protection  of  the  company. 

Mr.  Gesell.  Yes,  but  coming  to  this  later  prosaic  accounting  side 
of  it,  your  obligation  in  running  a  mutual  company  is  to  provide  the 
cheapest  possible  insurance  to  the  policyholders  whom  you  have  at 
any  given-  tin^e? 

Mr.  Buckner.  I  would  not  say  that. 

Mr.  Gesell.  You  feel  you  have  an  obhgation? 

Mr.  Buckner.  I  think  there  is  a  paramount  obligation  and  it  is 
absolute  safety  and  security. 

Mr.  Gesell.  But  assuming 

Mr.  Buckner.  You  assume  a  good  deal,  but  that  is  a  matter  of 
judgment. 

Mr.  Gesell.  We  have  assumed  here  that  the  policyholders  are 
amply  protected. 

Realizing  that  fact,  isn't  it  essential  that  your  company  give  the 
cheapest  possible  insurance  to  the  policyholders  at  any  given  time? 

Mr.  Buckner.  That  would  be  our  ambition,  first  having  been  sure 
that  the  company  is  secure  beyond  peradventure. 

Mr.  Gesell.  Now,  let  us  take  in  1921,  your  company  had  so  many 
policyholders,  a  certain  amount  of  insurance  in  force.  At  that  time 
you  were  actively  interested  in  getting  new  business,  new  policy- 
holders into  the  company.     Did  you  consider  whether  bringing  in 
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those  new  policyholders  would  increase  or  diminish  the  cost  of  the 
insurance  to  the  policyholders  to  whom  you  had  the  obligation  at 
that  time? 

Mr.  BucKNER.  We  did  not  because  it  is  self-evident  that  the 
gathering  of  new  policies  does  not  increase  the  cost  of  insurance  to  the 
old  policies. 

Mr.  Gesell.  Has  your  company  made  studies  of  that? 

Mr.  BucKNER.  Oh,  yes;  I  am  sure  they  have. 

Mr.  Gesell.  We  have  had  the  question  up  before.  Would  you 
provide  us  at  some  convenient  time  later  on  with  such  studies  as  you 
have  made,  showing  the  increase  or  decrease  of  cost  of  insurance  as 
your  company  has  grown? 

Mr.  Buckner.  Our  actuary  has  some  figures  right  now. 

Acting  Chairman  King.  We  had  better  conclude  with  this  witness. 

Mr.  Buckner.  Well,  we  will  furnish  you  with  all  the  information 
we  have  and  if  we  do  not  give  you  all  you  want,  ask  us  for  more. 

Mr.  Gesell.  Your  studies  show  it  has  become  cheaper  as  your 
company  has  grown? 

Mr.  Buckner.  I  did  not  say  that.  I  said  the  gathering  of  the  new 
crop  of  business,  an  annual  crop  of  new  business,  does  not  increase 
the  cost  of  insurance  to  the  old  group.  There  is  a  distinction  there, 
you  see. 

Mr.  Gesell.  Does  it  become  more  expensive  to  the  policyholder, 
taking  the  over-all  picture,  as  the  company  increases  its  size? 

Mr.  Buckner.  Does  it  become  more  expensive?  No;  I  said  the 
new  business  does  not  add  to  the  cost  of  old  policyholders. 

Mr.  Gesell.  That  is  the  acquisition  of  it? 

Mr.  Buckner.  Well,  of  course  the  general  expense  of  the  com- 
pany I  would  think  would  naturally  decrease  somewhat,  slightly,  by 
the  enlargement  of  the  business.  That  may  not  be  so,  but  it  ought 
to;  but  so  many  new  elements  have  entered  into  this  picture  in 
the  last  10  years  that  all  calculations  have  to  be  revised.  Losses  have 
been  sustained;  there  is  immense  expense  now  in  connection  with 
real-estate  transactions,  handling  of  property,  and  the  diflEiculties  in 
the  mortgage  loan  field.     Those  elements  did  not  exist  20  years  ago. 

Mr.  Gesell.  So  it  is  difficult  to  make  a  comparison  of  your  figures 
now  with  your  figures  in  1920? 

Mr.  Buckner.  Yes. 

Acting  Chairman  King.  Could  I  interrupt  you?  You  made  a 
statement  which  it  seems  to  me  deserves  a  little  further  elaboration, 
with  which,  if  I  understood  you,  I  concur,  namely  that  the  paramount 
consideration  is  security? 

Mr.  Buckner.  That  is  right. 

Acting  Chairman  King.  I  suppose  the  funds  which  you  accumu- 
late, your  premiums,  you  must  invest  in  order  to  secure  some  returns? 

Mr.  Buckner  (nodding  his  head). 

Acting  Chairman  King.  And  your  investments  are  not  always, 
no  matter  the  care  that  you  bestow  upon  them,  successful? 

Mr.  Buckner.  True. 

Acting  Chairman  King.  You  have  to  take  into  account  the  loss  or 
the  decline  in  the  values  of  real  estate;  you  have  to  take  into  account 
the  rise  and  fall  in  the  business  cycle,  numerous  business  cycles;  you 
have  to  take  into  account  the  possibility  of  conflict  with  other  nations, 
and  the  effect  which  such  a  conflict  would  have  upon  security  values, 
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whether  the  values  consist  of  real  estate  or  stock  or  bonds,  and  so 
on,  so  that  in  determining  your  premium  it  seems  to  me,  as  you  have 
indicated,  you  have  to  consider  the  question  of  security,  and  in 
determining  that,  with  all  of  the  uncertain  factors  in  life,  our  economic 
uncertainty,  our  pohtical  uncertainty,  you  have  to  have  a  very  large 
measure  of  safety  in  determining  what  5^our  security  should  be,  and 
what  your  assets  should  be,  and  what  your  reserve  should  be. 
"■  Mr.  BucKNER.  Senator,  you  have  stated  it  much  better  than  I 
could. 

Acting  Chairman  King.  Very  imperfectly. 

Representative  Reece.  May  I  make  just  another  observation. 
As  one  member,  I  readily  agree  that  security  is  an  essential  feature, 
but  I  wouldn't  want,  myself,  to  admit  that  it  was  a  param.ount  feature 
over  and  above  all  other  considerations  that  enter  into  or  bear  upon 
the  scheme  of  life  insurance,  because  in  placing  certain  restrictions, 
security  can  be  had,  but  it  might  be  at  a  cost  that  would  make  it  an 
an  undesirable  adventure. 

Acting  Chairman  King.  You  wouldn't  want  to  buy  a  poUcy  for 
$100,000  in  a  corporation  that  you  didn't  believe  had  ample  security 
and  ample  reserves  in  order  to  protect  your  family  when  you  died. 

Representative  Reece.  I  said,  Senator,  that  it  was  an  essential 
feature. 

Mr.  Buckner.  Then  you  wouldn't  like  it  very  much  if  we  in  the 
meantime,  just  to  make  you  feel  very  happy,  reduced  the  cost  of  your 
insurance  by  increasing  your  dividends,  against  our  better  judgment, 
and  then  in  the  evil  day  told  you  that  we  would  have  to  scale  your 
policy  down  50  percent? 

Mr.  Gesell.  Let  me  get  at  it  this  way,  Mr.  Buckner.  Do  you 
think  your  policyholders  are  any  safer  now  that  you  hfive  over  2 
billion  dollars'  worth  of  assets  than  they  were  when  you  had  only  1 
bilUon  worth  of  assets?  Size  doesn't  relate  to  security  because  you 
have  these  reserves,  is  that  not  correct? 

Mr.  Buckner.  We  have  the  reserves,  and  we  are  continually 
strengthening  the  reserves  even  at  the  expense  of  cost  of  the  insurance. 
The  conditions  today,  if  I  may  say  so,  are  different  from  anything  in 
my  59  years  of  experience  that  I  have  ever  known.  I  have  known 
money  panics  when  you  couldn't  get  your  money  out  of  the  bank,  and 
I  have  known  of  panics  of  that  kind,  but  cever  an  economic  depression 
such  as  this  that  affected  everything.  Life  insurance  companies  have 
suffered  in  this  depression  as  well  as  the  individuals. 

Representative  Reece.  Some  people  now  even  feel  that  the  banks 
are  placing  too  great  a  premium  upon  security  and  overlooking  the 
possibilities  of  service,  and  thereby  promoting  the  interests  of  not 
only  their  chents  but  of  the  business  interests  of  the  country  generally. 

Mr.  Buckner.  I  am  not  a  banker,  I  wouldn't  be  able  to  speak  on 
that  line. 

Representative  Reece.  I  only  made  that  observation  because  you 
referred  to  banks. 

Mr.  Gesell.  We  can  come  back  to  this  question  when  we  have  had 
a  chance  to  examine  the  figures  we  have  talked  about. 

Turning  now  to  the  composition  of  your  board  of  directors,  is  tfcls 
schedule  which  I  show  you  a  correct  statement  of  the  members  of  the 
board  of  directors  at  the  present  time? 

Acting  Chairman  King.  How  many  are  there? 
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Mr.  BucKNER.  Twenty-four,  Senator.  Yes,  sir;  I  see  no  name 
getting  in  there  that  doesn't  properly  belong  there. 

Mr.  Gesell.  I  would  like  to  offer  this  schedule. 

Acting  Chairman  King.  It  may  be  received. 

(The  schedule  Teferred  to  was  marked  "Exhibit  No.  261"  and  is 
included  in  the  appendix  on  p.  1558.) 

Mr.  Gesell.  I  would  also  Uke  to  offer  for  the  record  at  the  present 
time  a  schedule  showing  the  various  business  affiliations  of  the  direc- 
tors of  the  New  York  Life  Insurance  Co.  This  schedule  has  been 
prepared  from  data  submitted  to  us  by  the  company  and  is  offered 
subject  to  the  usual  qualification  that  if  there  are  any  corrections 
which  are  necessary,  they  can  be  made. 

I  might  say  that  the  schedule  reflects,  among  other  things,  that  the 
directors  of  the  New  York  Life  Insurance  Co.  at  the  present  time  are 
also  directors  of  20  banks  and  trust  companies ;  44  industrial  companies 

I  Ufe-insurance  company;  3  casualty  and  surety  companies;  14  fire- 
and  marine-insurance  companies;  7  mercantile  companies,  such  as 
department  stores;   1  publishing  company;    8   real-estate  ventures; 

II  railroads;  5  steamship  lines  and  related  ventures;  7  utilities;  and 
10  miscellaneous  companies;  a  total,  if  my  figures  are  right,  of  131 
different  companies. 

Mr.  Buckner.  Of  course,  you  don't  mean  all  of  our  board  are  on 
these? 

Mr.  Gesell.  Not  on  all  of  them. 

Mr.  Buckner.  I  think  the  majority  of  our  directors  are  not  on  any- 
thing, in  any  industry.     You  took  that  from  our  statement? 

Mr.  Gesell.  That  has  been  prepared  from  the  statements  you  sub- 
mitted, sir. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  262"  and  is  in- 
cluded in  the  appendix  on  p.  1558.) 

Mr.  Gesell.  Your  board  is  constituted  of  twenty-four — ■ — • 

Mr.  Buckner  (interposing).  Twenty-four  elected  directors,  and  the 
president  is  chosen  by  the  board  of  directors  as  ex  officio  a  member. 

Acting  Chairman  King.  May  he  be  outside  of  the  board? 

Mr.  Buckner.  Yes;  he  is  not  necessarily  one  of  the  directors.  He 
becomes  a  member  of  the  board  ex  officio. 

Mr.  Gesell.  Does  your  board  have  a  good  or  bad  attendance  record, 
Mr.  Buckner? 

Mr.  Buckner.  I  never  had  a  chance  to  compare  it  with  any  other 
institution.  I  would  say,  however,  that  in  my  opinion  they  attend  to 
business  very  well  indeed,  unusually  well  from  what  I  would  expect. 

Mr.  Gesell.  You  have  a  rather  high  number  of  directors  in  attend- 
ance at  each  meeting? 

Mr.  Buckner.  I  think  the  batting  average  is  about  75  percent,  if  I 
am  not  mistaken. 

Acting  Chairman  KitTg.  Do  you  have  subcommittees? 

Mr.  Buckner.  Oh,  yes;  standing  committees. 

Acting  Chairman  King.  To  whom  or  to  which  would  be  allotted 
special  work? 

Mr.  Buckner.  They  do  the  work.  Every  director  is  on  a  standing 
committee. 

Mr.  Gesell.  Has  your  company  any  working  rule  with  respect  to 
this  matter  of  attendance?  In  other  words,  do  you  as  chairman  of  the 
board,  or  does  the  board  as  a  whole  insist  upon  a  director  giving  a  valid 
excuse  for  any  continued  absence? 
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Mr.  BucKNEK.  He  always  gives  an  excuse  and  tells  us  why  he  is 
unable  to  attend  the  board  meeting,  although  nobody  made  any  rule 
on  it. 

Mr.  Gesell.  You  don't  find,  then,  that  some  of  your  directors  are 
such  busy  men  that  they  are  unable  to  attend  to  the  affairs  of  the 
company? 

Mr.  BucKNER.  I  don't  think  any  of  them  ever  stay  away  for  that 
reason.  The  absences  are  due  to  illness  or  to  vacations,  fishing  trips, 
hunting  trips,  travel  around  the  world,  and  so  forth. 

Mr.  Gesell.  Some  of  those  are  valid  excuses. 

Mr.  Buckner.  I  never  heard  of  a  director  being  excused  on  account 
of  business.  One  of  our  directors  is  sitting  next  to  me;  sometimes  he 
might  have  had  a  case  in  court  and  he  couldn't  quit,  but  I  don't  know, 

Mr.  Gesell.  How  are  these  directors  selected? 

Mr.  Buckner.  Well,  of  course  you  know  that  one-third  of  the 
board,  eight  directors,  are  elected  -annually,  at  an  annual  election 
the  second  Wednesday  of  April  of  every  year. 

Mr.  Gesell.  Mr.  Judson  has  described  to  us  that  procedure. 

Mr.  Buckner.  And  he  told  you  about  the  mechanics.  Eight  of 
them  are  elected  that  way.     That  is  compulsory  under  the  law. 

The  vacancies  that  occur  hj  death  or  resignation  in  the  interiin  of 
an  election,  or  on  the  part  of  a  man  whose  term  does  not  expire,  who 
may  not  be  elected  on  that  account,  they  are  seletted  by  a  nominating 
committee  of  directors  of  which  I,  as  the  chairman  of  the  board,  and 
the  president,  are  ex  officio  members,  as  we  are  of  all  committees. 
Names  are  suggested  to  us  by  just  anybody.  W^e  will  be  very  glad 
to  have  a  recommendation  from  any  United  States  Senator  or  any- 
body.    I  wouldn't  ignore  the  House,  either. 

They  are  suggested  by  friends  of  the  company,  sometimes  by  agents 
of  the  company;  usually,  however,  by  directors  of  the  company,  in- 
cluding myself,  and  the  various  names  that  are  suggested  are  con- 
sidered. 

Mr.  Gesell.  Are  they  considered  by  the  full  board  or  are  they 
considered  by  this  nominating  committee? 

Mr.  Buckner.  They  are  considered  by  the  nominating  committee. 

Mr.  Gesell.  And  the  nominating  committee,  having  made  its 
decision,  presents  its  recommendations  for  a  single  individual  to  the 
board. 

Mr.  Buckner.  Any  member  of  the  board  can  nominate  somebody 
else. 

Mr.  Gesell.  As  a  practical  matter 

Mr.  Buckner  (interposing).  It  never  has  happened. 

Mr.  Gesell.  It  never  has  happened,  and  usually  what  has  hap- 
pened is  that  this  individual  who  is  designated  or  chosen  by  the 
nominating  committee  is  appointed  to  fill  the  vacancy. 

Mr.  Buckner.  I  never  knew  the  board  to  refuse  to  elect  him. 

Mr.  Gesell.  Must  your  directors  be  policyholders? 

Mr.  Buckner.  No;  there  is  nothing  in  our  bylaws  thc*t  requires 
that,  and  there  are  6  directors  who  are  not  policyholders  out  of  the  24. 

Mr.  Gesell.  Do  you  try 

Mr.  Buckner  (interposing).  Let  me  say  they  are  all  uninsurable. 
They  would  be.     I  could  write  a  policy  on  their  lives  any  minute. 

Mr,  Gesell.  These  six  men  want  to  become  policyholders  and 
can't? 
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Mr.  BucKNER.  They  would  gladly  take  insurance.  Several  of 
them  are  beyond  the  age  limit. 

Mr.  Gesell.  Do  you  attempt  to  have  some  geographical  represen- 
tation on  the  board? 

Mr.  BucKNER.  Yes;  we  do. 

Mr.  Gesell.  Tell  us  about  that. 

Mr.  BucKNER.  Under  the  law,  of  course,  you  know,  we  are  required 
to  have  a  majority  of  the  board  residents  of  the  State  of  New  York. 
For  safety's  sake  we  try  to  have  a  couple  of  extras  in  New  York  State, 
because  you  never  know  when  a  director  is  going  to  move  over  to 
Jersey  or  going  to  move  to  Connecticut,  suburbs  of  New  York.  That 
has  happened.  Then  the  residue  of  the  board  we  try  to  select  with  a 
view  to  the  centers  of,  you  might  say,  our  policyholders,  central 
points  in  a  zone;  we  don't  have  any  prescribed  zones;  I  don't  mean 
to  give  that  impression,  but  who  are  fairly  representative  of  the 
policyholders  in  a  section  of  the  coimtry. 

Mr.  Gesell.  You  mean  by  "representative  of  the  policyholders" 
a  man  who  has  established  a  reputation  in  some  community? 

Mr.  BucKNER.  Reputation.  We  try  to  select  men  of  national 
reputation  because  we  are  naturally  doing  a  national  business. 

Actmg  Chairman  King.  I  don't  want  to  interrupt,  but  will  you  con- 
clude with  this  witness  shortly?     If  not,  I  shall  take  an  adjournment. 

Mr.  Gesell.  I  think  we  had  best  adjourn,  for  I  think  we  shall  have 
to  continue  this  afternoon. 

Acting  Chairman  King.  We  will  take  a  recess  until  2:30. 

(Whereupon,  at  12:20  p.  m.,  a  recess  was  taken  until  2:30  p.  m., 
of  the  same  day.) 

AFTERNOON    SESSION 

The  committee  resumed  at  2:40  p.  m.,  on  the  expiration  of  the  recess. 
The  Vice  Chairman.  The  committee  will  please  come  to  order. 

TESTIMONY  OF  THOMAS  A.  BUCKNER,  CHAIRMAN  OF  THE  BOARD 
OF  DIRECTORS,  NEW  YORK  LIFE  INSURANCE  CO.,  NEW 
XORK,  N.  Y.— Resumed 

TRANSACTIONS  INVOLVING  INTERLOCKING  DIRECTORS  AND 
directors'  AFFILIATIONS — NEW  YORK  LIFE 

Mr.  BucKNER.  Mr.  Chairman,  I  was  a  little  confused  this  forenoon 
in  the  question  raised  by  the  counsel  concerning  costs  and  concerning 
whether  or  not  we  had  calculations  such  as  we  could  submit,  and  I 
find  I  was  in  errdr.  Tire  question  of  cost  is  one  that  has  to  be  very 
definitely  defined  and  dissected  to  arrive  at  exactly  what  is  meant. 
I  would  like  to  suggest  that  one  of  our  actuaries  will  get  in  touch  with 
the  proper  S.  E.  C.  man  and  come  to  some  agreement  on  exactly 
what  they  want,  and  then  we  will  endeavor  to  make  calculations  just 
to  fit  the  ideas  that  thej'-  will  present. 

(Mr.  Frank  assumed  the  Chair.) 

Acting  Chairman  Frank.  Very  good. 

Mr.  Gesell.  Mr.  Buckner,  on  your  board  of  directors  you  have  a 
gentleman  by  the  name  of  Mr.  Harbord,  have  you  not? 

Mr.  Buckner.  Yes,  sir;  General  Harbord. 

Mr.  Gesell.  He  is  a  director  of  the  Bankers  Trust  Co.? 
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Mr.  BucKNER.  I  SO  understand.  I  only  learned  that  from  the 
statements  which  were  got  up  by  you. 

Mr.  Gesell.  He  is  also  a  director  of  your  company? 

Mr.  BucKNER.  Yes,  sir. 

Mr.  Gesell.  I  want  to  read  you  a  letter  signed  by  himself  dated 
June  21,  1932,  addressed  to  Mr.  Darwin  P.  Kingsley,  who  was  then 
chairman  of  the  board: 

Dear  Mr.  Kingsley:  As  a  director  of  the  Bankers  Trust  Co.,  I  want  to  thank 
you  for  the  deposit  of  a  round  million  which  the  New  York  Life  has  recently  made. 
As  a  director  of  your  own  company  I  want  to  express  my  appreciation. 

I  regard  the  directorships  in  those  two  companies  as  quite  the  best  thing  that 
has  come  to  me  in  business  life,  and  it  is  very  satisfactory  to  see  this  mutual 
relationship  established  between  them. 

My  cordial  regards  to  you. 

Sincerely  yours. 

Have  you  ever  seen  that  letter? 

Mr.  Buckner.  I  rather  think  I  have;  I  am  not  sure. 

Mr.  Gesell.  Is  it  the  practice  of  your  company  to  make  preferen- 
tial deposits  in  banks  with  which  your  company  interlocks? 

Mr.  Buckner.  I  don't  know  what  you  mean  by  preferential  de- 
posits. 

Mr.  Gesell.  Do  you  know  anything  about  the  circumstances  of 
this  deposit? 

Mr.  Buckner.  I  do  not,  but  I  am  convinced  that  General  Harbord 
never  asked  for  that  deposit.  He  learned  of  it  probably  from  the 
bank.  I  am  stating  now  what  I  think.  Whenever  he  learned  that 
we  had  done  it,  he  wrote  a  note  of  thanks. 

Mr.  Gesell.  Is  it  not  a  fact  that  many  of  the  largest  deposits  of 
your  company — these  are  deposits  without  interest — are  deposited 
with  banks  with  which  your  company  interlocks? 

Mr.  Buckner.  Some  are,  but  many  are  not. 

Mr.  Gesell.  I  have  before  me  schedule  E  of  the  annual  statement 
of  your  company  for  the  year  1937.  This  statement  shows  that 
as  of  December  31  of  that  year,  your  company  had  approximately 
$63,000,000  on  deposit  with  some  71  different  banks,  none  of  this 
moTiey  at  interest.  There  were  12  banks  in  which  the  deposits  were 
in  excess  of  $1,000,000.  One  of  those  banks  is  the  Chemical  Bank  & 
Trust  Co.  Your  company  interlocks  with  the  Chemical  Bank  Sr. 
Trust  Co.,  does  it  not? 

Mr.  Buckner.  One  of  our  directors  is  a  director  or  an  officer  of  the 
Chemical  Bank. 

Mr.  Gesell.  Mr.  Johnson  is  a  director  and  officer  of  the  Chemical 
Bank  and  also  a  director  of  your  company. 

Mr.  Buckner.  Right. 

Mr.  Gesell.  Until  a  very  short  time  ago  Mr.  Watts  was  also  a 
director  on  both  Chemical  Bank  and  your  company,  was  he  not? 

Mr.  Buckner.  I  so  understand;  yes,  sir. 

Mr.  Gesell.  Now  there  is  on  deposit  in  excess  of  $7,000,000  in  the 
New  York  Trust  Co.  Mr.  Mortimer  N.  Buckner  is  an  officer  of  that 
company  and  a  director  of  your  company,  is  he  not? 

Mr.  Buckner.  Thatis  right. 

Mr.  Gesell.  There  is  a  deposit  in  excess  of  $5,000,000  with  the 
Bankers  Trust  Co.  Mr.  Bliss,  Mr.  Harbord,  and  Mr.  Hilles  are 
connected  both  with  that  bank  and  with  your  company,  are  they  not? 
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Mr.  BucKNER.  Correct. 

Mr.  Gebell.  I  notice  a  deposit  in  excess  of  $2,000,000  with  the 
National  City  Bank.  Mr.  MilHken  of  your  board  is  also  on  the 
board  of  that  bank. 

Mr.  BucKNER.  I  understand  he  is  on  that  bank  board. 

Mr.  Gesell.  I  notice  a  deposit  of  in  excess  of  half  a  million  dollars 
in  the  Lawyers  County ;  Mr.  Smith  is  a  director  of  the  Lawyers  County, 
chairman  of  the  board,  I  believe. 

Mr.  BucKNER.  Yes;  he  is. 

Mr.  Gesell.  Also  a  director  of  your  company. 

Mr.  BucKNER.  I  don't  know  about  chairman  of  the  board. 

Mr.  Gesell.  He  is  on  the  board. 

Mr.  BucKNER.  I  understand  so. 

Mr.  Gesell.  He  is  also  on  the  board  of  your  company. 

Mr.  BucKNER.  Yes. 

Mr.  Gesell.  I  notice  a  deposit  in  excess  of  $1,500,000  with  the 
Northern  Trust  Co.  of  Chicago.  Mr.  Ryerson  is  on  the  board  of  that 
bank  and  on  the  board  of  your  company,  is  he  not? 

Mr.  BucKNER.  He  is. 

Mr.  Gesell.  May  I  return  to  my  original  question  and  ask  you  if 
there  is  any  relationship  between  the  placing  of  these  large  deposits 
in  either  of  these  special  banks  and  the  fact  that  your  company  inter- 
locks with  those  companies? 

Mr.  Buckner.  I  don't  know  what  you  mean  by  relationship. 
There  is  no  advantage  taken  because  of  those  banking  relationships, 
because  of  the  fact  that  one  of  our  directors  is  a  director,  or  vice  versa. 

Mr.  Gesell.  It  would  be  of  an  advantage  to  any  bank  to  have 
$7,000,000  on  deposit  on  wliich  it  did  not  have  to  pay  interest,  would 
it  not? 

Mr.  Buckner.  In  regard  to  not  having  to  pay  interest,  of  course 
you  know,  Mr.  Counselor,  that  that  is  a  matter  over  which  we  have 
no  control. 

Mr.  Gesell.  I  realize  that,  but  still  to  have  a  deposit  of  $7,000,000 
is  of  advantage  to  the  bank,  is  it  not? 

Mr.  Buckner.  I  am  not  sure;  I  would  not  know.  We  know  it  is 
an  advantage  to  us  to  have  our  money  safely  banked.  May  I  also 
be  permitted  to  refer  to  the  fact  that  there  are  a  good  many  banks  in 
New  York  City  in  which  we  have  large  bank  accounts,  where  our 
director  is  not  a  director  of  the  bank. 

Mr.  Gesell.  Yes;  I  think  I  stated  this  $63,000,000  was  distributed 
among  71  different  banks.  Your  large  deposits  are,  to  a  considerable 
extent,  with  the  banks  with  which  you  do  have  this  interlocldng 
relationship? 

Mr.  Buckner.  I  would  not  think  any  larger  than  one  or  two  others; 
possibly  so  at  some  special  time. 

Mr.  Gesell.  The  records  as  of  December  31,  1937,  indicate  that 
half  the  banks  having  deposits  in  excess  of  $1,000,000  are  banks  in 
which  your  company  is  connected  through  a  director  who  is  on  both 
boards. 

Mr.  Buckner.  I  have  just  been  handed  this  statement  about  bank 
balances,  in  what  we  call  our  depositaries  of  funds  available  for 
investment. 

Acting  Chairman  Frank.  As  of  what  date? 
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Mr.  BucKNER.  December  31,  1938.  In  the  Chemical  Bank  & 
Trust  Co.  we  apparently  had  $5,366,000;  in  that  bank  we  have  a 
director  who  is  a  director  in  our  company.  The  Chase  National  Bank 
had  a  balance  at  that  time  of  $5,703,000,  and  a  collection  account, 
which  is  additional  to  that;  that  means  it  would  be  open  to  check  the 
next  day— $2,914,000,  which  would  make  a  balance  of  over  $8,000,000 
in  that  bank.  We  have  no  director — none  of  our  directors,  so  far  as 
I  know,  are  coimected  with  that  bank.  The  Central  Hanover  Bank  & 
Trust  Co.,  we  had  a  balance  of  nearly  four  millions  at  the  end  of  1938. 
I  knov/  of  no  director  connected  with  that  bank.  I  am  not  sure — I 
think  I  have  a  better  statement  checked  off. 

Mr.  Gesell.  We  will  be  glad  to  receive  from  jou  at  a  later  date 
through  Mr.  Ballantine  a  schedule  of  the  deposits  showing  which 
banks  you  are  connected  with  and  with  which  banks  you  are  not. 
Is  it  the  practice  of  directors  on  the  board  of  your  company  to  sohcit 
the  deposits  of  your  company  with  banks  v.dth  which  they  are  con- 
nected? 

Mr.  BucKNER.  I  never  knew  it  to  be  done. 

Mr.  Gesell.  You  recall  that  Mr.  Granger  HoUister  was  at  one 
time  on  the  board  of  directors? 

Mr.  Buckner.  He  was. 

Mr.  Gesell.  Of  your  company? 

Mr.  Buckner.  He  was. 

Mr.  Gesell.  I  wish  to  show  you  a  letter  addressed  to  yourself, 
dated  February  15,  1910,  in  which  he  says,  "I  would  appreciate  very 
much  the  designation  of  this  company  as  the  depositary  of  the  funds 
of  the  compan}^  for  Rochester" — referring  to  the  Securities  Trust  Co. 

Mr.  Buckner.  Let  me  say  that  when  I  made  that  statement  I 
had  in  mind,  of  course,  the  banks  where  we  really  have  funds  for 
investment  purposes.  This  is  merely  a  branch  office  bank  for  the 
temporary  deposit  of  premiums  that  are  received  in  that  office.  We 
v.-ere  going  to  open  an  office  there  and  we  asked  him,  I  think,  if  he 
could  tell  us  a  good  bank.     That  is  my  recollection 

Mr.  Gesell.  Do  I  understand  that  the  directors  sometimes  do  ask 
for  deposits  of  small  deposits? 

Mr.  Buckner.  They  might  because  we  have  those  all  over  the 
United  States.  I  would  not  say  that  they  do  ofteij.  That  may 
have  occurred.  That  evidently  did  occur.  It  is  of  no  significance 
because  the  bank  balance — as  a  rule  those  bank  balances  are  so  small 
that  the  banks  try  to  charge  us  for  having  the  account  there. 

Mr.  Gesell.  Now  Mr.  Harper  Sibley  was  elected  to  your  board 
sometime  in  March  of  1938? 

Mr.  Buckner.  Yes,  sir. 

Mr.  Gesell.  May  I  call  to  your  attention  a  letter  from  him  ad- 
dressed to  Mr.  Aiken  of  your  company  calling  attention  to  a  company, 
with  a  bank  with  which  he  is  connected? 

Mr.  Buckner.  In  Rochester? 

Mr.  Gesell.  Yes. 

Mr.  Buckner.  The  same  answer  I  would  give  exactly  as  I  gave 
to  the  Hollister  question.  That  Hollister  incident  I  think  happened 
many  years  ago. 

Mr.  Gesell.  Now  let  us  take  the  case  of  the  Northern  Trust  Co. 
in  Chicago. 
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Mr.  BucKNER.  Yes. 

Mr.  Gesell.  Mr.  Ryerson  of  the  board  of  directors  of  your  com- 
pany is  a  member  of  the  board  of  directors  of  that  bank? 

Mr.  BucKNER.  Yes;  he  is. 

Mr.  Gesell.  You  had  on  deposit  there  as  of  December  31,  1937, 
approximately  $1,500,000? 

Mr.  Buckner.  That  is  one  of  our  large  depositaries. 

Mr.  Gesell.  Is  it  not  a  fact  that  Mr.  Ryerson  was  instrumental 
in  having  that  deposit  made  in  that  bank? 

Mr.  Buckner.  Certainly  not,  so  far  as  I  know.  He  learned  of  it 
and  appreciated  it,  but  he  had  nothing  to  do  with  it  and  never  asked 
for  it. 

Mr.  Gesell.  Do  you  recall  that  in  July  he  had  discussions  with 
Mr.  Alfred  H.  Meyers,  your  treasurer,  with  respect  to  that  account? 

Mr.  Buckner.  I  do  not  know  about  that.  What  do  you  mean? 
Mr.  Meyers  probably  told  him  we  were  going  to  open  an  account  in 
that  bank. 

Mr.  Gesell.  Mr.  Ryerson  had  nothing  to  do  with  that  account? 

Mr.  Buckner.  Certainly  not. 

Mr.  Gesell.  Wliy  was  the  deposit  made  in  that  bank? 

Mr.  Buckner.  You  would  have  to  ask  the  treasurer  about  that, 
but  I  think  it  was  because  our  balances  were  getting  too  big  in  his 
opinion  in  the  other  two  banks  we  were  dealing  with,  and  he  had  felt 
that  we  should  open  up  an  additional  account,  and  this  trust  com- 
pany was  one  of  the  strongest  banks  there  in  his  opinion,  and  in  mine, 
too.  That  accounts  for  our  opening  up  accounts  with  a  good  many 
new  banks,  because  of  the  large  balances  We  were  carrying. 

Mr.  Gesell.  Do  these  large  deposits  come  before  the  board  of 
directors  for  consideration? 

Mr.  Buckner.  Come  before  the  finance  committee. 

Mr.  Gesell.  And  then  the  finance  committee  reports  to  the 
board? 

Mr.  Buckner.  The  finance  committee  makes  its  monthly  report 
to  the  board. 

Mr.  Gesell.  What  part  in  those  considerations  do  the  directors 
who  are  involved  both  with  the  banks  and  with  your  company  take? 
Mr.  Johnson,  Mr.  Watts,  Mr.  Buckner,  Mr.  Bliss,  Mr.  Harbord, 
Mr.  Hilles,  Mr.  Milliken,  Mr.  Smith,  Mr.  Ryerson,  all  those  gentlemen 
who  are  connected  both  with  the  banks  and  the  company? 

Mr.  Buckner.  I  think  I  would  say  in  nearly  all  the  cases  you  name 
there,  outside  of  Ryerson,  they  were  bank  accounts  that  were  in 
existence  before  those  men  became  directors  of  the  New  York  Life. 
That  certainly  is  true  of  the  New  York  Trust  and  Chemical  Bank. 

Mr.  Gesell.  Possibly  before  these  particular  individuals,  but  is  it 
not  a  fact  you  have  had  representatives  from  these  bank!=^;«n  the  board 
many,  many  years? 

Mr.  Buckner.  Not  that  I  know  of. 

Mr.  Gesell.  How  long  has  Mr.  Buckner  been  on  your  board,  sir? 

Mr.  Buckner.  I  could  tell;  I  haven't  the  figures  here,  but  we  were 
doing  business  with  the  New  York  Trust  I  think  50  years  ago.  He 
has  been  on  17  years  and  we  have  had  an  account  with  that  bank  50 
years. 

Mr.  Gesell.  Now  let  me  take  the  case  of  the  Bankers  Trust  Co., 
which  we  referred  to  at  the  opening  of  this  discussion.  That  account 
was  opened  on  June  17,  1932,  was  it  not? 


CONCENTRATION  OF  ECONOMfC  POWER         1433 

Mr.  BucKNER.  I  think  that  is  so,  about  that  time. 

Mr.  Gesell.  Mr.  Harbord  come  on  the  board  of  your  company 
December  9,  1931? 

Mr.  BucKNER.  No  doubt. 

Mr.  Gesell.  There  was  a  case  where  the  relationship  took  place 
before  the  deposit  was  made? 

Mr.  BucKNER.  Yes.  The  purpose  in  opening-  that  bank  account 
was  solely  one  of  dividing  our  funds  up  into  more  banks  at  a  time 
when  we  were  carrying  very  large  balances.  We  opened  accounts  in 
several  banks,  I  think,  around  about  that  time. 

Mr.  Gesell.  Now  how  long  before  a  man  becomes  director  is  his 
nomination  placed  before  the  board  of  directors? 

Mr.  Buckner.  Well  the  nomination  is  placed  at  the  next  meeting 
after  the  nominating  committee  nominates,  the  next  meeting  of  the 
board. 

Mr,  Gesell.  Just  a  month  intervening? 

Mr.  Buckner.  Well,  it  might  not  be  a  month. 

Mr.  Gesell.  A  month  or  less? 

Mr.  Buckner.  A  month  or  less.  It  would  be  less  than  a  month;  if 
it  had  been  prior  to  the  previous  board  meeting  it  would  have  been 
introduced  and  we  make  our  report  to  the  next  board  meeting. 

Mr.  Gesell.  Is  it  the  practice  of  these  banks  to  actively  solicit 
deposits  of  your  company? 

Mr.  Buckner.  .  I  would  not  know  as  to  that,  but  I  think  not.  The 
treasurer  handles  the  bank  balances  aiid  bank  accounts. 

He  makes  his  recommendations  to  the-finance  commitee  and  they 
act  upon  them. 

Mr.  Gesell.  These  instances  where  the  deposits  are  with  the  banks 
on  which  a  member  of  your  board  of  directors  is  also  a  director,  I 
understand,  is  purely  a  matter  of  coincidence  in  each  case. 

Mr.  Buckner.  Well,  I  don't  know — there  is  onl}^  one  you  have  in 
mind,  I  presume,  the  Northern  Trust  Co.,  is  it  not?  The  others 
are  since  the  time 

Mr.  Gesell  (interposing).  What  about  the  Bankers  Trust  Co.? 

Mr.  Buckner.  How  long  a  time  have  they  been? 

Mr.  Gesell.  I  think  Mr.  Harbord  came  on  in  December  of  1931 
and  the  deposit  was  made  in  June. 

Mr.  Buckner.  That  was  purely  a  coincidence.  It  was  due  to  the 
fact  that  the  treasurer  and  the  finance  committee  agreed  our  money 
should  be  spread.     We  don't  like  to  keep  all  our  eggs  in  one  basket. 

Mr.  Gesell.  Is  there  any  particular  reason  why  directors  would 
sometimes  suggest  small  deposits  in  out  of  the  way  banks,  but  not 
suggest  large  deposits  in  banks  near  at  band?  You  have  stated,  I 
believe,  the  directors  sometimes  do  ask  for  deposits  of  a  small  amount. 

Mr.  Buckner.  That  has  happened.  You  brought  up  two  instances. 
I  don't  think  that  is  a  very  common  practice.  I  think  it  is  more  likely 
we  ask  the  directors  who  are  familiar  with  the  situation  the  name  of  a 
good  bank  in  a  certain  place  where  we  are  going  to  open  up  a  new  office. 

Mr.  Gesell.  Well  now,  let's  go  on  to  another  aspect  of  this  situa- 
tion for  a  moment.  Mr.  Harbord  is  a  member  of  the  board  of  direc- 
tors of  the  Employers  Liability  Assurance  Corporation,  is  he  not? 

Mr.  Buckner.  I  never  knew  that,  but  I  have  heard  that  now. 

Mr.  Gesell.  Mr.  Hilles  is  connected  with  the  Employers  Liability 
Assurance  Corporation. 
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Mr.  BucKNER.  He  is  the  resident  agent. 

Mr.  Gesell.  They  write  forms  of  insurance? 

Mr.  BucKNER.  Casualty  and  liability,  public  liability. 

Mr.  Gesell.  Is  it  again  just  a  coincidence  that  the  Employers 
Liability  ^  Assurance  Corporation  writes  the  public  and  elevator 
liability  insurance  on  your  company,  the  workmen's  compensation 
insurance,  steam  boiler  insurance,  power  plant  insurance,  surety  bond 
on  agents  doing  a  mortgage  loan  work,  and  writes  similar  insurance 
on  the  printing  building  of  your  company? 

Mr.  Buckner.  You  mean  the  fact  that  we  do  business  with  them? 

Mr.  Gesell.  That  you  pay  premiums  to  them. 

Mr.  Buckner.  There  is  no  coincidence  about  it.  We  were  doing 
business  with  that  firm  before  Hilles  was  on  our  board. 

Mr.  Gesell.  Mr.  Hilles  did  not  ask  for  this  business  after  he  was 
on  the  board  of  directors? 

Mr.  Buckner.  Ask  for  more  business? 

Mr.  Gesell.  Ask  for  more  business. 

Mr.  Buckner.  I  wouldn't  know  that,  but  I  would  presume  that 
may  be  true. 

Mr.  Gesell.  The  business  has  increased,  has  it  not? 

Mr.  Buckner.  Business  of  that  type  has  increased  enormously. 

Mr,  Gesell.  The  payment  of  these  premiums  again  came  before 
the  board  of  directors  for  their  consideration? 

Mr.  Buckner.  I  am  not  sure  about  that.  I  don't  have  anything 
to  do  with  that  part  of  the  detail  of  our  company. 

Mr.  Gesell.  What  do  you  think  about  the  proprieties  of  a  situa- 
tion where  members  of  your  board  of  directors  are  interested  in 
another  company  which  does  a  large  amount  of  business  with  your 
company,  such  as  this? 

Mr.  Buckner.  I  wouldn't  think  that  we  should  be  debarred  from 
utilizing  the  services  of  another  corporation  where  we  believe  it  to 
our  advantage  to  do  so,  and  where  the  cost  is  as  low  or  lower  than 
obtainable  elsewhere,  solely  because  one  of  our  directors  has  a  con- 
nection with  that  institution. 

Mr.  Gesell.  It  is  a  little  difficult  to  turn  your  director  down,  Mr. 
Buckner. 

Mr.  Buckner.  It  would  never  be  difficult  for  me  if  I  thought  he 
was  taking  advantage  of  us,  and  we  have  no  directors  who  would  do 
that. 

Mr.  Gesell.  You  think  it  is  quite  proper,  all  other  things  being 
equal,  for  the  New  York  Life  Insurance  Co.  to  give  some  particular 
line  of  business  which  it  has  to  a  company  upon  which  other  of  its 
directors  are  associated? 

Mr.  Buckner.  Where  it  is  to  our  advantage  to  do  so  and  where  the 
cost  is  no  greater.  Of  course,  there  is  such  a  thing  as  service,  and  fair 
treatment,  and  we  have  found  Employers  Lia,bility  always  gives  that. 
It  is  one  of  tlio  strongest  companies  and  we  were  doing  business  with 
them  before  Mr.  Hilles  became  a  director  of  New  York  Life.  I  would 
see  no  reason — I  have  nothmg  to  do  with  that  end  of  our  business, 
it  comes  under  the  real  estate  dei)artment — but  I  would  see  no  im- 
propriety whatever  in  our  continuing  to  do  it.  I  would  think  it 
would  be  improper  for  us  to  stop  doing  busmess  with  them  solely 
because  their  representative,  their  agent,  was  a  member  of  our  board, 
always  presuming  that  it  is  not  to  the  disadvantage  of  our  company 
but,  on  the  contrary',' to  our  advantage  to  continue. 
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(Representative  Sumners  resumed  the  Chair.) 

Mr,  Gesell  Now  what  about  the  situation  where  you  are  buying 
securities,  let  us  say,  from  one  or  more  of  the  banks  in  which  your 
directors  are  also  interested? 

Mr.  BucKNER.  That  you  would  have  to  talk  to  the  treasurer  about, 
because  I  never  knew  they  did  that  except  for  Government  bonds. 
They  put  in  our  orders  for  Government  bonds. 

Mr.  Gesell.  You  place  orders  for  such  bonds  with  the  Bankers 
Trust  and  the  Chemical  Bank  &  Trust  Co.,  do  you  not? 

Mr.  BucKNER.  They  may  represent  us  in  getting  some  of  those 
bonds  for  us.     We  don't  buy  the  bonds  from  them. 

Mr.  Gesell.  Do  you  buy  stocks  on  occasion  from  those  people? 

Mr.  Buckner.  No,  sir;  not  that  I  know  of.  I  never  heard  of  such 
a  thing. 

Mr.  Gesell.  Do  I  understand  that  as  part  of  what  you  say  you 
feel  it  proper  for  a  director  to  actively  solicit  such  business  from  the 
company,  one  of  your  directors? 

Mr.  Buckner.  I  would  see  no  reason  why  he  shouldn't  bring  it  to 
our  attention;  if  he  knew  that  we  have  some  new  business  to  offer,  he 
could  bring  it  to  our  attention  and  say  he  could  handle  that.  There 
is  an  advantage  to  the  company,  almost  a  necessity,  and  where  this 
casualty  and  pubhc  liabihty  company  is  concerned,  it  has  to  be  a  good 
one,  of  course,  and  one  that  would  give  us  fair  treatment  and  the 
greatest  service.  The  reason  we  have  to  do  that  is  because  we  have 
to  have  blanket  insurance,  a  blanket  pohcy  automatically  putting 
them  on  the  risk  the  minute  we  acquire  a  piece  of  property  in  Seattle 
or  Los  Angeles.  Even  before  we  know  we  have  got  that  property 
they  are  on  the  risk. 

.  Mr,  Gesell.  Let's  take  it  aroimd  the  other  way.  If  I  am  con- 
nected with  Employers'  Liability  Insurance  Corporation,  let's  say, 
and  I  know  it  is  to  the  business  advantage  of  my  company  to  get  on 
your  board  of  directors,  am  I  not  more  apt  to  be  interested  in  the 
business  of  my  company  than  in  the  interests  of  policyholders? 

Mr.  Buckner.  I  don't  think  any  director  ever  did  that. 

Mr.  Gesell.  It  is  inherent  in  the  situation,  is  it  not,  Mr.  Buckner, 
if  your  company  does  business  with  directors  who  are  also  connected 
with  other  companies;  does  business  with  their  companies? 

Mr.  Buckner.  If  we  are  stopped  from  having  any  ordinary  trans- 
actions that  are  necessary  transactions  for  our  company,  if  we  are  to 
be  estopped  from  doing  business  with  any  institution  where  a  director 
of  our  company  was  connected — well,  we  would  just  have  to  get  a  lot  of 
directors  that  lived  out  where  they  never  heard  of  investments  or 
securities  or  anything  of  that  kind.  We  couldn't  get  a  board  of  direc- 
tors that  could  give  us  proper  advice  and  counsel  and  help. 

Mr.  Gesell.  Well,  you  would  say,  would  you  not,  that  the  strictest 
propriety  would  have  to  be  observed  in  the  situation? 

Mr.  Buckner.  Absolutely. 

Mr.  Gesell.  Now  Mr.  Alfred  E.  Smith  is  chairman  of  the  board  of 
the  Meenan  Oil  Co.,  is  he  not? 

Mr.  Buckner.  I  have  heard  that.  I  didn't  know  that  until  I 
heard  it. 

Mr.  Ges£ll.  The  Meenan  Oil  Co.  does  business  with  your  com- 
pany, does  it  not? 
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Mr.  BucKNER.  I  understand  they  have  a  very,  very  small  contract, 
nowhere  near  the  amount  of  oil  we  use  in  New  York. 

Mr.  Gesell.  Let  me  read  a  memorandum  to  you.  This  is  a  memo- 
randum from  ^^r.  Van  Anden,  who  is  in  your  real  estate  department, 
to  Mr.  Van  Schaick,  who  is  one  of  your  vice  presidents,  dated  October 
11,  1937  [reading  from  "Exhibit  No.  263" ^j: 

The  oil  requirements  for  1  year  for  heating  our  properties  amounts  to  approxi- 
mately 2,449,800  gallons.  Of  this  amount,  Meenan  Oil  Co.  supply  1,275,000 
gallons.  Last  week  we  succeeded  in  giving  them  contracts  amounting  to  22,000 
gallons  additional. 

The  agents  have  already  contracted  with  other  companies  for  the  purchase  of 
927,000  gallons  of  oil  for  the  coming  year.  There  is  open  225,000  gallons  to  be 
contracted  for. 

The  managing  agent  of  the  property  where  200,000  gallons  is  to  be  purchased, 
has  a  price  of  0.0370  a  gallon,  good  until  January  1,  1938.  Their  top  price  is 
0.0404.  Meenan  Oil  Co.'s  price  is  0.0370,  good  until  January  1,  1938.  Their 
top  price  is  0.04285.  We  can  contact  Meenan  and  see  if  they  will  meet  the  price 
of  0.0404.  If  they  will,  we  can  direct  the  agent  to  give  this  additional  contract 
to  Meenan. 

Now  that  memorandum  would  suggest  to  me,  Mr.  Buckner 

Mr.  Buckner  (interposing).  That  is  1937?  I  was  thinking  of 
1938  when  I  remarked  they  got  a  very  small  contract. 

Mr.  Gesell.  A  very  substantial  amount  of  business  went  to  them 
in  1937. 

Mr.  Buckner.  Apparently. 

Mr.  Gesell.  Mr.  Alfred  E.  Smith  was  a  member  of  your  board  of 
directors  in  1937? 

Mr.  Buckner.  Yes,  sir. 

Mr.  Gesell.  He  was  chairman  of  the  board  of  the  Meenan  Oil  Co. 
at  that  time? 

Mr.  Buckner.  Yes. 

Mr.  Gesell.  Would  you  believe  that  the  indications  in  this  mem- 
orandum, which  suggest  a  revision  of  bids  from  Meenan  Oil  Co,  in 
order  that  they  could  get  the  oil  business  from  your  company,  is 
observing  the  strict  proprieties  we  were  talking  about  a  moment  ago? 

Mr.  Buckner.  I  wouldn't  be  able  to  express  an  opinion  on  that 
without  knowing  the  facts,  all  the  facts.  I  understand  that  all  our 
supplies  of  that  type,  and  every  other  type,  are  taken  on  bids. 

Mr.  Gesell.  Here  a  man  bid  lower  than  Mr.  Smith  and  they  go 
back  to  Mr.  Smith  to  revise  his  bid,  do  they  not? 

Mr.  Buckner.  Apparently,  from  what  you  said.  That  I  didn't 
know  anything  about. 

Mr.  Gesell.  The  situation  becomes  increasingly  complicated  by 
the  fact  that  Mr.  Smith  has  soUcited  business  from  your  company 
while  he  was  a  director.  May  I  read  you  tliis  letter  from  Mr.  Smith, 
addressed  to  yourself,  dated  June  7,  1938  [reading  from  "Exhibit  No. 
264"]: 

For  several  years  our  company  has  been  supplying  the  fuel  oil  needs  of  some 
of  the  largest  users  in  Greater  New  York,  Nassau  and  Westchester  Counties,  as 
well  as  several  thousand  home  owners. 

Our  vice  president,  Mr.  R.  G.  Phelps,  advises  me  that  most  fuel-oil  contracts 
are  up  for  renewal  between  June  1  and  late  fall.  It  has  occurred  to  me  that  you 
may  own,  or  manage,  buildings  using  fuel  oil.  I  am  taking  this  means  to  re- 
spectfully request  that  you  give  our  company  an  opportunity  to  bid  on  your 
fuel-oil  requirements,  when  you  are  in  the  market. 

>  See  letter  subsequently  submitted  by  George  S.  Van  Schaick,  vice  president  of  New  York  Life  Insur- 
ance Co.,  bearing  on  this  exhibit,  appendix,  p.  1845. 
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Our  source  of  supply  comes  from  the  Standard  Oil  Co.  of  New  York,  one  of 
the  world's  largest  oil  companies.  We  are  thoroughly  equipped  to  render  pr'ompt 
and  efficient  delivery  service  at  all  hours.  The  prices  on  all  grades  are  fair,  and 
the  quality  of  fuel  oil  will  be  to  your  satisfaction. 

When  you  are  in  the  market,  any  consideration  you  give  Mr.  Phelps  and  our 
company  will  be  personally  appreciated. 

Mr.  BucKNER.  I  think  that  is  a  fair  thing  for  him  to  say,  that  he 
would  appreciate  our  giving  them  a  chance  to  bid  on  the  oil. 

Mr,  Gesell.  Here  is  another  letter  addressed  to  Mr.  Aiken  of 
your  company  in  1935,  signed  by  Mr.  Smith  [reading  from  "Exhibit 
No.  265"]: 

If  you  can  help  the  Meenan  Oil  Co.  on  the  contract  for  oil  in  the  Vanderbilt 
Hotel,  I  will  appreciate  it. 

It  becomes  increasingly  difficult,  doesn't  it,  Mr.  Buckner,  with 
that  kind  of  solicitation  from  one  of  your  directors 

Mr.  Buckner  (interposing).  It  would  have  no  impression  on  me. 
I  would  simply  say  the  Meenan  Oil  Co.  could  make  a  bid,  and  if  the 
lowest  bidder  can  render  the  service  the  others  can,  they  would  get 
the  contract. 

Mr.  Gesell.  Here  is  another  letter  to  your  company  from  John  F. 
James  &  Sons,  Inc.,  in  1937,  in  which  he  writes  to  the  attention  of 
Mr.  Cotter,  who  evidently  is  one  of  your  employees  in  the  real  estate 
department,  and  says  [reading  from  "Exhibit  No!^  266"]: 

We  have  acted  under  your  verbal  instructions  to  purchase  all  fuel  oil  from 
Meenan  Oil  Co. 

Ml.  Buckner.  I  never  heard  of  that.  I  don't  know  anything 
about  it.     I  don't  know  who  Cotter  is. 

Mr.  Gesell.  I  would  like  to  offer  for  the  record  the  four  documents 
concerning  which  we  have  just  referred. 

The  Vice  Chairman.  They  may  be  admitted, 

(The  documents  referred  to  were  marked  "Exhibits  Nos.  263  to 
266"  and  are  included  in  the  appendLx  on  pp.  1562-1563.) 

Mr.  Gesell.  Just  to  go  on  a  moment  with  this,  Mr.  Buckner.  Mr, 
Ridley  Watts  was  on  your  board  of  directors,  was  he  not? 

Mr.  Buckner.  He  is  dead  now. 

Mr.  Gesell.  He  was  on  the  board  of  directors  in  October  1937,  was 
he  not? 

Mr.  Buckner.  I  think  he  was. 

Mr.  Gesell.  He  wrote  on  that  date  to  Mr.  Kingsley,  Walton  P. 
Kingsley,  vice  president  of  your  company,  enclosing  a  letter  from  the 
America  Fore  Group,  which  is  evidently  a  group  of  fire-insurance 
companies,  and  he  says  [reading  from  "Exhibit  No.  267"]: 

Confirming  our  telephone  conversation  of  yesterday,  I  enclose  letter  which  Mr. 
Culver,  president  of  the  American  Fore  Group,  received  from  our  vice  president 
in  Chica,go,  Mr.  E.  A.  Henne. 

I  shall  appreciate  it  if  you  will  check  this  matter  up.  Anything  you  can  do  to 
protect  the  interests  of  our  good  companies  in  their  close  association  with  the 
New  York  Life  will  be  greatly  appreciated  by  me. 

This  correspondence  would  indicate  that  after  one  or  two  drafts  of 
letters  this  draft  was  prepared  by  Mr.  Van  Schaick  to  Mr.  Ridley 
Watts  on  November  16,  1937,  stating  in  substance,  after  referring  to 
the  matter  [reading  from  "Exhibit  No.  268"]: 

We  regret  what  happened  and  will  try  at  appropriate  opportunity  to  rectify 
what  was  done  by  giving  to  your  companies  an  equivalent  amount  of  insurance 
in  that  territory. 
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Does  tliat  not  again  indicate  a  preferential  treatment  to  companies 
with  which  one  of  your  board  of  directors  was  connected? 

Mr.  BucKNER.  I  wouldn't  think  so.  I  would  think  the  director 
of  our  company,  who  was  director,  if  I  understand  it,  of  those  four 
companies 

Mr.  Gesell  (interposing).  He  refers  to  them  as  "our"  companies. 

Mr.  BucKNER.  I  don't  know  in  what  sense  they  were  his  companies. 
From  what  you  read — I  know  nothing  about  the  facts — from  what 
you  read  I  would  say  that  for  some  reason  of  local  nature  in  the  hands 
of  our  local  representative  down  there  they  took  the  business  away 
from  those  companies  and  gave  it  to  some  other  company.  I  wouldn't 
think  that  was  a  square  thing  to  do. 

Mr.  Gesell.  You  mean  square  to  your  directors? 

Mr.  BucKNER.  No,  no;  I  wouldn't  think.it  was  square  to  those 
companies  if  they  were  good  companies,  and  I  presume  the  indications 
are  from  that  letter  that  Mr.  Watts  thought  that  wasn't  fair  play 
either,  and  wrote  and  complained  about  it. 

Mr.  Gesell.  I  would  like  to  offer  this  correspondence  for  the 
record. 

(The  correspondence  referred  to  was  marked  "Exhibits  Nos.  267 
and  268"  and  is  included  in  the  appendix  on  p.  1564.) 

Mr.  Gesell.  Does  it  come  down  to  this,  Mr.  Buckner,  that  if  a 
company  with  which  your  company  interlocks  can  provide  good 
service  to  your  company  and  desires  the  business  of  your  company, 
your  company  will  favor  them? 

Mr.  Buckner.  No;  I  wouldn't  put  it  that  way. 

Mr.  Gesell.  Will  you  try  to  state  it  your  way? 

Mr.  Buckner.  I  think  we  should  not  be  barred  from  acquiring 
the  services  of  a  corporation  whose  business  is  a  business  where  we 
have  need,  and  where  we  can  get — where  the  cost  is  no  greater  and 
we  believe  it  to  our  advantage  to  deal  with  them.  We  shouldn't  be 
barred  just  because  our  director  has  relations  with  them. 

Mr.  Gesell,  Even  though  the  dealings  may  result  directly  or 
indirectly  in  some  profit  to  the  director? 

Mr.  Buckner.  Well,  of  course,  a  director  would  have,  I  imagine, 
some  indirect  profit  in  his  directorship  if  the  stock  is  any  good,  if  it 
pays  any  dividends.  If  you  carry  out  your  theory  as  indicated  by 
you  to  its  logical  conclusion,  we  never  could  send  a  radiogram,  never 
buy  a  desk  up  at  Macy's  because  Mr.  Percy  Straus  is  on  our  board ; 
we  wouldn't  be  able  to  send  a  Western  tJnion  telegram.  I  don't 
know  where,  we  could  do  business  anywhere  in  any  direction. 

Mr.  Gesell,  Then  you  say  that  buying  a  desk  for  one  of  your 
oflBces  at  Macy's  is  just  the  same  as  giving  all  of  many  lines  of  insur- 
ance to  a  single  company  with  which  you  have  two  directors  inter- 
locking? 

Mr.  Buckner.  It  is  the  same  principle;  it  may  not  be  the  same 
degree,  but  there  are  certain  lines  of  business  it  is  an  advantage 
to  the  company  to  utilize — as  in  the  case  of  Employee's  Liability. 
When  it  comes  to  oil,  the  best  man  gets  the  bid.  I  don't  think  any 
director  should  take  advantage  of  his  directorship  with  us  to  profit 
at  our  expense, 

Mr.  Gesell.  But  if  he  profits  without  its  being  to  your  expense, 
that  is  all  right? 

Mr.  Buckner.  Well,  I  don't  know.  That  is  an  ethical  question  I 
would  rather  not  answer. 
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Mr.  Gesell.  Would  you  coDsider  tliat  one  of  the  benefits  of  inter- 
locking? 

Mr.  BucKNER.  I  don't  think  that  any  of  the  directors  of  our  com- 
pany ever  dreamed  of  coming  with  the  company  because  he  would 
profit  by  it. 

Mr.  Gesell.  Let's  turn  to  one  or  two  more  cases.  You  are 
familiar  with  the  case  of  Frank  Presbry  &  Co.,  are  you  not? 

Mr.  BucKNER.  Yes;  knew  him  very  well. 

Mr.  Gesell.  Mr.  Frank  Presbry  used  to  be  on  the  board  of  your 
company? 

Mr.  BucKNER.  Yes. 

Mr.  Gesell.  He  is  now  deceased? 

Mr.  BucKNER.  Y"es;  for  some  years. 

Mr.  Gesell.  Over  a  period  of  years,  while  he  was  on  the  board  of 
directors  you  did  business  with  liis  company  of  an  advertising  nature. 

Mr.  BucKNER.  Before  he  came  on  the  board  and  after. 

Mr.  Gesell.  While  he  was  on  the  board  it  ran  into  several  hundred 
thousand  dollars  a  year? 

Mr.  BucKNER.  Very  likely. 

Mr.  Gesell.  Mr.  Presbry's  firm  made  a  profit,  I  imagine,  from 
handling  this  advertising  for  you? 

Mr.  BucKNER.  From  the  newspaper,  yes;  but  he  didn't  make  any 
profit  from  us. 

Mr.  Gesell.  See  if  I  correctly  state  what  that  situation  was.  At 
the  beginning  you  paid  Mr.  Presbry  direct  for  the  advertising  and  he 
transmitted  to  the  newspapers  the  amount  of  money  owing  them  for 
the  advertising.  ■ 

Mr.  Buckner.  That  may  be;  I  don't  know. 

Mr.  Gesell.  Less  a  15-percent  commission. 

Mr.  Buckner.  Possibly,  I  never  knew  that— as  to  which  way  it 
was  handled,  I  mean. 

Mr.  Gesell,  Then  the  question  came  up  as  to  whether  or  not  that 
was  in  accordance  with  New  York  law,  did  it  not? 

Mr.  Buckner.  I  never  heard  that. 

Mr.  Gesell.  Well,  may  I  ask  you  to  examine  a  moment,  then,  your 
correspondence  with  him  about  that  point,  Mr.  Buckner? 

Mr.  BucKN.ER.  Yes;  I  am  familiar  with  this.  I  had  forgotten  that 
at  one  time  he  billed  us  the  bill  first,  anS  then  furnished  us  with  the 
proofs  of  the  ads  later,  and  the  receipts. 

Mr.  Gesell.  So  that  for  a  while  he  was  receiving 

Mr.  Buckner  (interposing).  Evidently  he  was.  I  am  sorry  I  had 
overlooked  that  and  had  forgotten  that  entirely,  but  it  is  not  of  any 
moment  at  all,  so  far  as  I  can  see. 

Mr.  Gesell.  At  that  moment,  handling  the  account  the  way  it  was, 
there  was  a  commission  being  paid  directly  to  one  of  your  directors 
for  placing  this  advertising. 

Mr.  Buckner.  I  would  think  that  was  highly  technical. 

Mr.  Gesell.  You  continued  to  do  business  with  him  and  worked 
out  a  difi'erent  method  of  payment? 

Mr.  Buckner.  I  would  presume  we  paid  him  after  the  ads  were  run. 

Mr.  Gesell.  And  that  business  ran  into  several  hundred  thousand 
dollars  a  year? 

Mr.  Buckner.  Oh,  yes.  We  must  advertise  through  some  adver- 
tising agency,  and  it  wouldn't  be  wise  to  divide  it.     The  advertising 

124491— 39— pt.  4 19 


1440         CONCENTRATION  OF  ECONOMIC  POWER 

business  may  seem  large  in  figures,  but  we  have  been  doing  business 
with  the  Frank  Presbry  Advertising  Corporation  for  a  long  time  before 
he  came  on  our  board,  and  when  he  came  on,  at  the  time  Mr.  Kingsley 
was  president,  he  said  right  away  that  he  wouldn't  come  on  the  board 
if  it  meant  losing  this  business  of  advertising.  His  compensation  is  a 
matter  solely  between  himself  and  the  pubUcations,  periodicals,  news- 
papers, and  so  forth.  I  think  it  is  the  same  with  all  advertising  con- 
cerns. They  get  a  reduction  which  is  their  profit  in  their  advertising, 
and  which  we  couldn't  get  and  no  other  advertiser  could  get. 

Mr.  Gesell.  Do  I  understand  that  when  he  came  on  the  board  he 
made  that  as  one  of  the  conditions  precedent,  that  he  would  continue 
to  have  the  business? 

Mr.  BucKNER.  Yes,  he  did.  He  was  assured  that  there  was  no 
impropriety  in  his  going  on  with  the  business,  and  we  are  stUl  going 
on  with  them  since  his  death, 

Mr.  Gesell.  What  about  attorneys  on  your  board,  Mr.  Buckner? 
Do  you  pay  them  fees? 

Mr.  Buckner.  I  would  like  to  make  that  singular. 

Mr.  Gesell.  You  have  one  attorney — Mr.  Ballantine? 

Mr.  Ballantine  is  connected  with  the  firm  of  Root,  Clark,  Buckner  & 
Ballantine,  is  he  not? 

Mr.  Buckner.  Yes;  he  is. 

Mr.  Gesell.  Did  that  firm  receive  any  fees  from  your  company  in 
1932,  1933,  and  1934? 

Mr.  Buckner.  I  have  no  record  of  it,  but  if  you  have  a  record  there, 
it  is  correct. 

Mr.  Gesell.  The  answer  is  they  received  no  fees  in  1932,  1933,  and 
1934,  is  it  not? 

Mr.  Buckner.  You  seem  to  have  zeroes  there.  Evidently  we  were 
^ot  acquainted  'with  Mr.  Ballantine  in  those  years. 

Mr.  Gesell.  Then  beginning  with  the  year  he  came  on  the  board 
fees  have  been  paid  to  his  company,  have  they  not?  Mr.  Ballantine 
came  on  the  board  in  April  1934,  did  he  not? 

Mr.  Buckner.  If  that  says  so,  he  did. 

Mr.  Gesell.  You  are  testifying,  Mr.  Buckner. 

Mr.  BuqKNER.  April  11,  1934.  ^ 

Mr.  Gesell.  And  his  firm  received  fees  in  what  amounts  on  what 
dates? 

Mr.  Buckner.  This  schedule  shows,  and  it  is  signed  by  one  of  our 
officials,  for  the  year  1935  we  paid  the  firm  $3,262.20;  1936  they  were 
paid  $2,809.35;  for  the  year  1937,  during  the  year  1937,  they  were  paid 
$12,200;  and  during  the  year  1938  they  were  paid  a  total  amount  of 
$16,392.  The  disbursement  in  1938  amounting  to  $16,000  was  on 
account  of  the  reorgdfeization  of  the  New  York,  Ontario  &  Western 
Railway  Co.  The  New  York  Life's  share  of  this  total  was  $5,267.26 
and  the  company  was  reimbursed  by  the  other  life  insurance  companies 
for  the  balance. 

For  the  fee  of  $12,200,  which  looks  like  a  very  large  fee  for  a  la^-yer, 
it  contained  one  fee  of  $10,000  paid  to  the  firm  of  Root,  Clark,  Buckner 
&  Ballantine,  Mr.  Root  representing  us  in  a  suit  brought  by  a  policy- 
holder on  behalf  of  himself  and  an  entire  class  of  policyholders,  which 
was  of  very  great  importance  to  the  company.  It  was  a  matter  that 
might  have  meant  anywhere  from  $15,000,000  to  $50,000,000.  It  was 
a  very  important  suit  and  the  firm  of  Root,  Clark,  Buckner  &  Ballan- 
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tine  were  retained  to  represent  us  as  New  York  counsel.  The  case  was 
primarily  tried  by  the  special  counsel,  Marshall  Bullitt,  of  Kentucky, 
and  the  fee  of  Root,  Clark,  Buckner  &  Ballantine  in  this  case,  which 
the  company  won  in  the  top  court,  was  $10,000,  and  that  is  why  that  is 
so  large. 

Mr.  Gesell.  Even  with  these  small  fees,  Mr.  Buckner,  Mr.  Ballan- 
tine  does  not  participate  in  the  discussions  wh(;n  they  come  up  for 
approval  before  the  board? 

Mr.  Buckner.  He  does  not.  In  any  case  where  there  is  a  bill  that 
he  or  any  other  director  might  be  interested"  in,  when  it  comes  up  for 
a  vote  he  asks  to  be  excused  from  voting. 

Mr.  Gesell.  Is  it  the  practice  to  remain  in  the  room? 

Mr.  Buckner.  He  remains  in  the  room.  He  is  not  ashamed  of  the 
bill. 

Mr.  Gesell.  Are  there  any  other  cases  that  you  can  recall  where 
your  company  does  business  with  a  company  with  which  one  of  3 
directors  is  associated  as  director  and  officer? 

Mr.  Buckner.  I  can't  recall  any.    A  good  deal  of  this  is  news  to  me. 

Mr.  Gesell.  That  interests  me  very  much,  Mr.  Buckner.  You 
mean  to  say  in  your  company  you  didn't  know  the  fact  that  your 
directors  were  in  regular  business  relationships  with  the  company? 

Mr.  Buckner.  What  I  mean  to  say  is  their  relationship  as  shown 
by  their  statements  of  their  connections  outside  I  have  never  known 
before.  We  don't  ask  the  directors.  Of  course  we  know  if  they  are  a 
director  in  a  bank  or  if  they  are  a  director  in  any  of  the  enterprises 
whose  services  we  are  using.  I  knew  that  Mr.  Hmes,  and  the  Frank 
Presbry  people,  and  of  course  I  knew  Mr.  Ballantine,  operated  for  us. 
Wliat  I  had  in  mind  was  the  connections  of  our  directors  with  numer- 
ous institutions,  such  as  drawn  out  by  the  statements  which  you  asked 
us  for,  I  would  not  have  known. 

Mr.  Gesell.  So  that  you  don't  know  whether  or  not  you  are  or  are 
not  doing  business  with  other  of  your  directors. 

Mr.  Buckner.  I  do  if  it  is  any  direct  business.  If  it  is  very  indirect, 
such  as  an  instance  like  the  American  Telephone  &  Telegraph,  or  the 
Western  Union,  I  wouldn't  know  whether  one  of  our  directors  was  a 
director  there  or  not. 

Mr.  Geselj..  I  have  no  furtner  questions  of  this  witness  at  this  time. 

(Mr.  Frank  assumed  the  Chair.) 

Mr.  Buckner.  Does  that  mean  that  I  am  excused,  that  I  may  go 
home? 

Mr.  Gesell.  Yes,  sir;  that  is  my  understanding. 

The  next  witness  is  Mr.  Wilfred  Kurth. 

(Representative  Williams  assumed  the  Chair.) 

Acting  Chairman  Williams.  Do  you  solemnly  swear  the  testimony 
you  are  about  to  give  in  the  matter  now  pending  wiU  be  the  truth, 
the  whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 
Mr.  Kurth.  I  do. 
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TESTIMONY  OF  WILFRED  KURTH,  CHAIRMAN  OF  THE  BOARD  OF 
DIRECTORS,  HOME  INSURANCE  CO.  OF  NEW  YORK,  NEW 
YORK,  N.  Y. 

SELECTION  OF  DIRECTORS HOME  INSURANCE  CO. 

Mr.  Gesell.  Will  you  state  your  full  name,  please,  sir? 

Mr.  KuRTH.  Wilfred  Kurth. 

Mr.  Gesell.  With  what  company  are  you  associated? 

Mr.  Kurth.  Home  Insurance  Co.  of  New  York. 

Mr.  Gesell.  That  is  a  fire-insurance  company? 

Mr  Kurth.  Fire. 

Mr.  GrESELL.  What  connection  do  you  have  with  that  company? 

Mr.  Kurth.  Chairman  of  the  board. 

Mr.  Gesell.  How  long  have  you  been  associated  with  it,  Mr.  Kurth? 

Mr.  Kurth.  Thirty-eight  years. 

Will  you  tell  us  the  practice  of  your  company  with  respect  to  selec- 
tion of  its  board  of  directors? 

Mr.  Kurth.  Except  for  resignations  or  deaths  or — I  am  speaking 
of  my  experience  during  my  term  as  a  director — there  has  been  no 
change  in  the  set-up.  The  directors  originally  serving  when  I  was 
elected,  except  for  deaths  and  resignations,  are  now  serving. 

Mr.  Gesell.  Well,  can  you  tell  us  what  factors  have  guided  the 
company  in  the  selection  of  the  men  who  are  on  the  board  of  directors? 

Mr.  Kurth.  There  are  legal  qualifications.  The  first  is  that  a 
majority  of  the  board  must  be  residents  of  the  State  of  New  York. 
Then  we  have  the  charter  provision  that  they  must  own  200  shares  of 
stock  in  the  company.  The  general  requirement  is  that  they  must  be 
representative  citizens  and  must  be  of  valu6  to  the  company,  either  as 
producers  of  business  or  in  the  financial  set-up. 

Mr.  Gesell.  You  say  they  must  be  of  value  to  the  company  as 
producers  of  business? 

Mr.  Kurth.  Yes. 

Mr.  Gesell.  Will  you  elaborate  that  a  little  for  me? 

Mr.  Kurth.  We  have  what  we  call  the  service  department  which 
develops  business  on  Nation-wide  accounts.  Every  large  fire-insurance 
account  has  usually  a  broker.  Now  the  service  department  would  be 
acquainted  with  whoever  is  the  broker  on  that  account.  For  instance, 
take  the  Woolworth  account,  the  service  department  would  know  the 
name  of  that  broker.  If  by  soliciting  the  broker  we  are  unable  to 
get  a  portion  of  that  business,  then  we  check  up  with  Woolworth 
directors  and  our  own  directors  and  see  what  contact  we  can  form. 
You  understand  that  that  contact  would  enable  us  to  solicit  that 
business,  not  direct  to  the  company,  but  through  their  broker  or 
insurance  agent. 

We  write  no  business  except  through  insurance  agents  or  brokers. 

Mr.  Gesell.  Each  company  has  some  particular  broker  who  handles 
its  fire-insurance  business? 

Mr.  Kurth.  Broker  or  agent. 

Mr.  Gesell.  Or  agent.  If  you  want  to  get  the  fire-insurance 
business  say  of  A  corporation  or  B  corporation,  and  it  is  being  given 
out  by  that  agent  or  broker  to  some  other  company  other  than  your 
own,  you  call  upon  your  directors? 

Mr.  Kurth.  No;  we  call  on  the  agent  first. 
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Mr,  Gesell.  Call  upon  the  agent  first.  Let  us  assume  you  fail 
to  get  the  business. 

Mr.  KuRTH.  Then  we  try  to  work  out  an  interest  through  directors, 
a  common  interest.  For  instance,  the  brokers  of  one  of  the  directors 
of  a  corporation  might  be  a  director  of  the  National  City  Bank. 
Now  we  have  a  director  of  the  National  City  Bank  on  our  board  and 
our  service  department  would  go  through  that  director  and  see  what 
contacts  we  could  establish  there. 

Mr.  Gesell.  And  you  use  your  board  of  directors  as  a  means  of, 
through  various  interlocking  connections,  getting  hold  of  business 
which  you  otherwise  would  not  be  able  to  get? 

Mr.  KuRTH.  Very  much  so. 

Mr.  Gesell.  And  you  have  a  statistical  department  which  keeps 
track  of  each  man's  connections  and  associations  so  that  when  you 
want  to  develop  such  a  contact  you  have  the  material  readily  at  hand? 

Mr.  KuRTH.  We  keep  the  directorships,  all  of  their  directorships, 
pretty  closely  in  hand  all  the-  time  in  the  service  department.         .^ 

Mr.  Gesell.  And  it  is  an  important  factor  for  vou  to  have  on  your 
board  men  who  have  wide  connections? 

Mr.  KuRTH.  Very  important. 

Mr.  Gesell.  Of  the  character  we  have  talked  about? 

Mr.  KuRTH.   (Nods  head,  yes.) 

Mr.  Gesell.  Do  you  have  on  your  board  men  who  are  connected 
with  various  life-insurance  companies? 

Mr.  KuRTH.  We  have  three  directors  that  I  believe  are  directors  of 
life-insurance  companies. 

Mr.  Gesell.  Who  are  they? 

Mr.  KuRTH.  There  is  Mr.  McAneny  and  Mr.  DeBost  on  the  Metro- 
politan, and  Mr.  Mortimer  N.  Buckner  on  the  New  York  Life  In- 
surance Co. 

Mr.  Gesell.  Previously,  Mr.  Duffield  of  the  Prudential  was  on  your 
board  of  directors,  was  he  not? 

Mr.  KuRTH.  No;  we  tried  to  get  him  one  time. 

Mr.  Gesell.  Now  have  these  directors  that  you  have  on  your  board 
been  of  help  to  you  in  getting  business  from  those  two  life  insurance 
companies  for  your  company? 

Mr.  KuRTH.  I  am  sorry  to  say,  no. 

Mr.  Gesell.  Has  it  been  the  practice  of  your  company  to  call  upon 
them  to  try  to  get  that  business? 

Mr.  KuRTH.  Oh,  yes.  The  service  department  keeps  in  contact 
with  them.  Every  life-insurance  company,  for  instance,  is  contacted 
by  the  service  department;  every  bank,  especially  those  we  use  as 
depositaries^ — we  use  them  in  cormection  with  getting  contacts  with 
business. 

Mr.  Gesell.  Generally  speaking,  then,  the  limits  of  the  opei^ation 
of  your  company  are  somewhat  determined  by  the  interlocking  nature 
of  its  connection  through  its  board  of  directors? 

Mr.  KuRTH.  Well,  not  entirely  so.  We  have  40,000  agents  scat- 
tered all  over  the  world  and  there  is  not  a  community  in  the  United 
States  where  we  do  not  have  an  agent.  Then  we  have  State  agents,  over 
500  of  them,  located  in  each  State;  that  is  where  the  bulk  of  our  business 
comes  from.  But  for  instance  an  agent — well,  we  will  say  a  little  town 
in  Illinois  finds  there  is  a  factory  or  a  store  that  is  owned  in  New  York 
or  Chicago  or  some  of  the  other  large  cities.     He  writes  to  our  service 
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department  to  see  if  we  cannot  get  that  insurance  for  him,  or  have  it 
sent  by  the  broker  to  him  to  be  written  up.  So  the  service  depart- 
ment follows  up  the  ownership,  the  broker  the  soHcitation  of  the  broker. 
If  that  does  not  work  out  then  we  start  on  the  list  of  directors  to  see 
what  contacts  or  connections  they  have  which  would  be  of  help,  and 
we  get  the  line  sent  to  the  local  agent  to  be  written  up. 

Mt.  Gesell.  How  much  do  you  pay  your  directors  a  year? 

Mr.  KuBTH.  Pay  them  $4,000  a  year.  That  started  a  little  over  2 
years  ago. 

Mr.  Gesell.  That  is  a  flat  salary? 

Mr.  KuRTH.  Flat  salary. 

Mr.  Gesell.  Is  it  the  purpose  of  the  service  department  to  see  that 
they  earn  it  by  getting  you  this  business? 

Mr.  KuRTH.  Yes,  we  see  to  that,  too.  As  a  matter  of  fact,  about 
the  time  I  became  president  we  began  to  realize  that  we  had  not  de- 
veloped through  our  directors  possibilities  in  the  way  of  getting  busi- 
ness and  we  started  about  then  and  these  calls  became  so  great  upon 
the  directors  that  I  finally  suggested  that  we  put  them  on  a  salary 
basis  rather  than  a  fee  basis. 

Mr.  Gesell.  So  that  the  inconvenience  that  was  caused  by  getting 
new  business  would  be  compensated  for? 

Mr.  KuRTH.  They  earned  it. 

Mr.  Gesell.  Well  now  what  prompted  you  to  institute  this  plan 
of  paying  your  directors  for  getting  business? 

Mr.  KuRTH.  Just  as  I  say,  we  were  calling  upon  them  so  frequently 
and  they  were  really  doing  a  lot  of  work  and  I  don't  think  any  ordinary 
fee  pays  a  director  that  does  his  utmost  in  the  interest  of  his  company. 

Mr.  Gesell.  Did  you  find  that  without  calling  upon  these  con- 
nections you  were  excluded  from  businesses  because  of  other  connec- 
tions between  other  compainies? 

Mr.  KuRTH.  Not  so  much  that;  it  is  surprising  how — perhaps  I 
should  not  say  it;  perhaps  our  competitors  have  not  realized  the 
advantage  of  using  their  directors,  but  it  has  been  a  very  prolific 
source  of  income  with  us. 

Mr.  Gesell.  Will  you  tell  me  a  little  more  about  the  statistical 
department?     Do  they  check  up  on  the  directors  once  a  month? 

Mt.  Kurth.  There  is  no  record  kept  of  it.  For  instance,  the 
service  department  which  is  the  one  that  uses  them  most,  their 
interest  lies  in  their  total  production  for  each  month  as  compared 
with  the  same  month  of  the  previous  year. 

I  don't  believe  they  keep  a  dollar  per  dollar  account  against  each 
director,  but  they  have  pretty  general  impressions  as  to  who  is  the 
most  valuable.  Some  are  very  active.  Take  the  chairman  of  the 
finance  committee  and  our  oldest  director  in  point  of  service;  they 
are  exceedingly  valuable  and  active. 

Mr.  Gesell.  Can  you  run  down  your  list  of  directors  for  us  and 
give  us  some  idea  how  it  worked  out  as  a  practical  matter? 

Mr.  Kurth.  We  list  our  directors  in  length  of  service.  Mr.  Lewis 
L.  Clark  was  former  president  of  the  American  Exchange  Bank, 
retired ;  he  is  a  director  of  American  Locomotive,  Bowery  Savings 
Bank,  Commercial  Cable,  Equitable  Fire,  police  fund,  Home  Insur- 
ance Co.,  Hudson  &  Manhattan  Railroad,  Indiana,  Illinois  Telephone, 
Kenzel  Corporation;  Mackay  companies;  Montana,  Wyoming  & 
Southern    Railroad;    Montreal    Locomotive    Works;    New    York    & 
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Honduras  Rosario  Mining  Co.;  Norfolk  Southern  Railroad  Co.; 
Postal  Telegraph  Cable  Corporation;  Prospect,  Guthrie  &  Big  Ben 
Telephone  Co.;  Shell  Union  Oil  Co.;  Swift  &  Co.;  Worthington 
Pump  &  Machinery  Corporation. 

Mr.  Gesell.  Now  taking  that  imposing  list  of  his  directorships, 
was  he  able  to  use  those  directorships  to  help  your  company?  I 
would  like  to  have  specific  instances  to  see  how  this  works. 

Mr.  KuRTH.  Take  the  Bowery  Savings  Bank,  like  most  savings 
banks  they  own  a  lot  of  real  estate  through  foreclosure  of  mortgages.. 
Well,  it  is  through  Mr.  Clark  that  we  finally  got  an  entry  into  that 
account. 

Mr.  Gesell.  And  were  able  to  write  fire  insurance  on  properties 
owned  by  the  bank? 

Mr.  KuRTH.  Owned  by  the  bank. 

Mr.  Gesell.  Now  will  you  give  us  another  instance  of  the 

Mr,  KuRTH  (interposing).  The  American  Loconiotive  Works.  It 
is  only  recently  we  had  an  insurance  on  one  of  their  plants;  I  forget 
the  location;  they  have  them  scattered  pretty  well.  We  found  our 
policy  had  not  been  renewed;  the  service  department  checked  it  up 
and  through  Mr.  Clark  we  had  that  poUcy  reinstated.  Very  fre- 
quently Mr.  Clark  does  not  wait  to  be  called  upon.  If  he  has  a 
friend  or  an  acquaintance — he  is  just  boosting  aU  the  time. 

Mr.  Gesell.  Now,  can  you  give  us  some  other  instances  that  any 
of  your  members  of  the  board  of  directors  is  an  example  where  you 
have  gotten  an  entree  to  business  which  you  would  not  have  received 
otherwise  by  reason  of  this  interiocking  relationship? 

Mr.  KuRTH.  Well,  Mr.  Charies  G.  Meyer  is  another  one  we  call  a 
booster.  He  is  in  the  office  at  least  three  times,  3  days  a  week.  We 
had  the  case  of  the  Ritz  Cariton  Hotel ;  he  is  a  director  of  that  and  the 
Ritz  Cariton  in  Boston;  we  have  the  majority  of  the  insurance  on 
that,  but  that  also  comes  through  the  fact  that  Mr.  Robert  Goelet  is 
a  director  of  our  company;  he  is  one  of  the  owners.  He  is  an  alunmus 
of  Columbia  University  and  we  found  that  the  insurance  on  Columbia 
University  was  in  British  companies;  that  wiU  be  changed.  He  is  a 
director  of  the  Central  Aguirre  Association;  that  is  a  large  sugar 
interest  in  Puerto  Rico.     He  influenced  that.     They  own 

Mr.  Gesell  (interposing).  You  say  he  influenced  that;  he  got  that 
business  for  you? 

Mr.  KuRTH.  That  business  transferred  to  us. 

Mr.  Gesell.  From  some  other  company? 

Mr.  KuRTH.  From  some  other  company,  the  Cord-Meyer  Co, 
They  have  I  would  say,  10  millions  of  real  estate  in  New  York  City. 
That  all  comes  to  us. 

Mr.  Gesell.  By  reason  of  this? 

Mr.  KuRTH.  Yes. 

Mr.  Gesell.  So  that  it  is  of  real  consequence  to  your  company  to 
get  other  board  men  who  by  reason  of  their  varied  connections  and 
directorships  in  other  companies  can  bring  business  to  your  company 
or  take  it  away  from  someone  else? 

Mr.  KuRTH.  Very  pointedly. 

Mr.  Gesell.  Your  company  is  a  proprietorship,  is  it  not? 

Mr.  KuRTH.  It  is  a  stock  company. 

Mr.  Gesell.  I  have  no  further  questions  of  this  witness.  Thank 
you  very  much. 
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(The  witness,  Mr.  Kurth,  was  excused.) 

Mr.  Gesell.  The  next  witness  is  Mr.  Bottome. 

The  Vice  Chairman.  Do  you  solemnly  swear  the  testimony  you 
are  about  to  give  will  be  the  truth,  the  whole  truth,  and  nothing  but 
the  truth,  so  help  you  God? 

Mr.  Bottome.  I  do. 

TESTIMONY  OF  HARRY  BOTTOME,  GENERAL  COUNSEL.  NEW  YORK 
LIFE  INSURANCE  CO.,  NEW  YORK  CITY 

NEW   YORK  LAW   GOVERNING   CONDUCT   OF   LIFE   INSURANCE   DIRECTORS 

Mr.  Gesell.  Mr.  Bottome,  you  are  connected  with  the  New  York 
Life  Insurance  Co.,  are  you  not? 

Mr.  Bottome.  I  am. 

Mr.  Gesell.  In  what  capacity? 

Mr.  Bottome.  General  counsel. 

Mr.  Gesell.  How  long  have  you  been  general  counsel,  approxi- 
,mately,  sir? 

Mr.  Bottome.  I  have  been  general  counsel  twice;  that  is  the  reason 
I  do  not  know. 

Mr.  Gesell.  You  have  been  in  the  legal  department  of  the  com- 
pany for  many  years,  have  you  not? 

Mr.  Bottome.  I  have  been  with  the  New  York  Life  since  1893. 

Mr.  Gesell.  Have  you  had  occasion  from  time  to  time  to  con- 
sider section  36  of  the  New  York  law  relating  to  the  transactions 
which  officers  and  directors  may  and  may  not  have  with  their  com- 
panies? ^ 

Mr.  Bottome.  Section  36;  yes.  The  headhig  is  a  little  uncertain, 
a  little  imfortunate. 

Mr.  Gesell.  That  is  inviting  officers  and  directors  not  to  be 
pecuniarily  interested  in  transactions? 

Mr.  Bottome.  There  is  no  such  word  as  "transactions"  used  in 
the  law  itself. 

Mr.  Gesell.  Am  I  correct  in  stating  that  in  1937  in  connection 
•with  one  specific  problem  which  came  up  before  your  company 
'relating  to  this  section  you  stated  [reading  from  "Exhibit  No.  269"]: 

It  seems  to  me  that  the  statute  in  question  a?  it  applies  to  life-insurance  com- 
panies is  a  mere  restatement  of  the  general  rule  of  law  applying  to  those  persons 
who  fill  fiduciary  positions;  that  the}'  shall  not  use  them  for  their  own  benefit. 

Mr.  Bottome.  Yes;  except  those  ones  which  are  specifically — let 
me  get  the  phraseology  in  section  36. 

Mr.  Gesell.  Section  36  is  in  the  record.- 

Mr.  Bottome.  That  has  to  do  with  the  participation  in  negotiat- 
ing, procuring,  or  recommending  or  rating  in  any  purchase  or  sale  to 
such  corporation. 

Mr.  Gesell.  It  prohibits  certain  specific  types  of  transactions? 

Mr.  Bottome.  Absolutely. 

Mr.  Gesell.  But  then  your  statement  was  interpreting  that  law 
that  it  had  a  broader  ai)plication,  was  it  not?  That  it  was  a  restate- 
ment in  effect  of  the  common  law  and  that  it  meant  that  no  director 
shall  use  his  position  for  his  own  benefit,  is  that  not  what  you  stated 
in  that  memorandum? 

I   +Pec  "ExLibit  No.  259",  supra,  p.  1411. 
«  Ibirl. 
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Mr.  BoTTOME.  Possibly,  but  I  do  not  think  it  is  correct. 

Mr,  Gesell.  You  mean  that  your  memorandum  of  law  submitted 
in  1937  you  now  feel  is  incorrect? 

Mr.  BoTTOME.  What  I  was  trying  to  drive  at  in  that  particular 
memorandum,  which  was  addressed  to  one  of  oiu-  ofl&cers,  Mr.  Van 
Schaick,  was  whether  the  word  "property"  in  section  36  of  the  Insur- 
ance Law  would  include  an  article  such  as  "coal."  Mr.  Van  Schaick 
had  brought  up  the  question  as  to  whether  the  purchase  of  certain 
supplies  hke  coal  would  be  prohibited  within  the  meaning  of  tliis 
section.  I  did  not  think  this  meant  that  type  of  property.  I  thought 
it  meant  property  which  might  be  considered  an  investment  for  the 
company.     I  do  not  consider  inventory  is  an  investment. 

Mr.  Gesell.  Well,  now  I  want  to  know  two  things.  I  do  not  think 
the  record  shows  them.  First,  did  you  not  advise  Mr.  Van  Schaick  in 
1937  that  your  understanding  of  section  36  of  the  New  York  law  was 
that  no  director  shall  use  Ids  position  for  his  own  benefit? 

Mr.  BoTTOME.  To  the  disadvantage  of  the  company;  yes. 

Mr.  Gesell.  Are  the  words  "to  the  disadvantage  of  the  company" 
in  your  memorandum  anywhere? 

Mr.  Bottome.  That,  of  course,  I  had  in  mind,  because  otherwise 
the  memorandum  would  not  have  meant  an3^thing.  I  said  v;e  could 
buy  coal  or  anything  else  from  a  company  in  wliich  a  director  was 
interested,  provided  it  was  not  to  the  disadvantage  of  the  company  in 
dealing  with  that  company;  that  is  what  I  intended  to  convey. 

Mr.  Gesell.  Your  memorandum  to  Mr.  Van  Schaick  simply 
stated  that  your  understanding  of  the  law  was  that  no  director  would 
use  his  position  for  his  own  benefit? 

Mr.  Bottome.  Well,  there  is  more  to  it  than  that.  I  tliink  that  is 
taking  one  section.  I  ended  up  with  this — "Legally  the  company 
may  purchase  supplies  from  another  corporation  ui  which  one  of  our 
directors  is  a  stockholder,  but  every  precaution  should  be  taken  to 
see  that  the  proprieties  are  strictly  observed  by  competitive  bids  or 
otherwise,  and  notliing  shall  be  done  or  left  undone  to  indicate  or 
suggest  that  the  corporation  dealing  with  us  secured  any  undue 
advantage  by  reason  of  the  official  relationship  with  this  company." 

Mr.  Gesell.  Well  now  in  order  that  we  can  understand  what  .you 
meant,  what  about  this  case  of  the  Meenan  Oil  Co.  which  I  discussed 
with  Mr.  Buckner  a  minute  ago?  There  the  fdes  indicated  that  some 
business  was  sent  back  to  the  Meenan  OU  Co.  for  revision  of  their  bid 
to  see  if  they  could  meet  a  loAver  price  which  had  already  been  sub- 
mitted by  some  other  company.  Do  you  consider  that  an  observance 
of  the  proprieties  within  the  meaning  of  that  statute? 

Mr.  Bottome.  Well,  I  am  not  very  familiar  with  the  method  of 
letting  bids  but  I  have  been  informed  by  builders  that  they  frequently 
ask  for  bids  and  if  dissatisfied  with  the  whole  bids,  ask  someone  of  the 
bidders  if  he  can  meet  a  price  below  any  one  of  the  bids  and  they  will 
give  hmi  the  contract. 

Mr.  Gesell,  And  if  that  was  done  with  a  company  where  a  direc- 
tor of  your  company  was  also  a  director  you  would  feel  that  was 
within  the  proprieties  of  the  situation? 

Mr.  Bottome.  As  long  as  the  company  received  the  supply  of 
whatever  it  was,  oil,  at  a  figure  not  higher  than  the  lowest  bid,  or 
possibly  lower  than  the  lowest  bid. 
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Mr.  Gesell.  Then  your  interpretation  of  the  law  is  that  it  is  some- 
what different  than  stated  in  that  memorandum,  that  as  long  as  the 
company  is  not  harmed  by  such  a  transaction  it  is  proper. 

Mr.  BoTTEME.  That  is  what  I  intended  to  convey  in  my  memoran- 
dum. 

Mr.  Gesell.  Now,  what  was  the  specific  question  that  came  up 
that  prompted  the  writing  of  that  memorandum,  which  is  exhibit 
269?  Who  was  the  director?  What  was  the  company,  and  what  was 
the  nature  of  the  dealing? 

Mr.  BoTTOME.  I  do  not  recollect;  I  do  not  think  it  was  ever  conveyed 
to  me  at  all.  My  recollection  of  it  was  Mr.  Van  Schaick  called  me  up 
on  the  telephone  as  to  whether  the  purchase  of  coal— it  may  have  been 
a  memorandum  from  Mr.  Van  Schaick,  I  don't  know. 

Mr.  Gesell.  Whether  you  could  purchase  coal? 

Mr.  BoTTOME,  The  question  was  whether  coal  was  properly  within 
the  meaning  of  section  36.     ^Mr.  Van  Schaick  happened  to  be  a  lawyer. 

Mr.  Gesell.  You  do  not  know  the  specific  transaction  that  came 
up  at  that  time? 

Mr.  BoTTOME.  It  would  only  be  a  surmise  on  my  part.  I  have  not 
any  definite  information.  It  might  well  have  been  a  coal  company; 
I  don't  know;  I  cannot  testify  of  my  own  knowledge.  Mr.  Van 
Schaick  would  know. 

Mr.  Gesell.  I  would  like  to  submit  this  memorandum  of  Mr. 
Bottome's  to  Mr.  Van  Schaick. 

Acting  Chairman  King,     it  will  be  received. 

(The  memorandum  referred  to  was  marked  "Exhibit  No.  269"  and 
is  included  in  the  appendix  on  p.  1565). 

Mr.  Cox.  Mr.  Bottome,  have  you  examined  this  memorandum  Mr. 
Gesell  was  asking  about  a  moment  ago,  the  one  dated  October  11, 
relating  to  the  Meenan  OH  Co.?  ^ 

Mr.  Bottome.  Have  I  seen  it? 

Mr.  Cox.  Have  you  seen  it? 

Mr.  Bottome.  Yes,  I  have  read  that.  I  had  no  knowledge  of  it 
and  it  is  the  first  time  I  have  heard  of  it. 

Mr.  Cox.  I  wanted  to  make  sure  you  had  seen  the  text  of  this 
memorandum  because  tlie  question  I  want  to  ask  you  is  not  a  ques- 
tion based  solely  upon  the  fact  but  rather  a  question  that  calls  for 
your  opinion  if  you  care  to  express  one.  You  said  a  moment  ago  in 
this  other  memorandum  which  you  hadn't  seen,  you  expressed  the 
opinion  tliat  any  dealings  with  companies  with  wliich  director  were 
interested,  would  be  conducted  with  the  strictest  propriety,  is  that 
correct? 

Mr.  Bottome.  Yes. 

Mr.  Cox.  Just  taking  the  memorandum  you  examined,  the  one 
dated  October  11,  1937,  with  relation  to  the"  Meenan  Oil  Co.,  I  call 
your  attention 

Mr.  Bottome  (interposing).  What  is  the  date  of  that  memorandum? 

Mr.  Cox.  October  11,  1937,  the  one  you  just  looked  at. 

Mr.  Bottoms.  What  is  the  date  of  my  memorandum  you  just 
looked  at? 

Mr.  Cox.  That  is  the  one  of  October  18,  the  one  Mr.  Gesell  was 
asking  about. 

'  See  "Exhibit  No,  263",  appendix,  p.  1582. 
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Acting  Chairman  King.  Do  you  mean  there  is  any  relation  between 
the  two? 

Mr.  Cox.  I  asked  if  he  had  expressed  the  opinion  in  the  second 
memorandum  that  the  strictest  propriety  should  be  observed  in 
dealing  with  the  companies  interested. 

Mr.  BoTTOME.  When  I  wrote  that  opinion  for  Mr.  Van  Schaick, 
I  had  never  seen  that  other  memorandum. 

Mr.  Cox.  I  understand,  and  I  am  not  suggesting  you  had.  I  want 
to  caU  your  attention  now  to  these  two  sentences  in  this  memorandum 
which  you  just  read  [reading  from  exhibit  No.  63]: 

Their  top  price  is  0.04285.  We  can  contact  Meenan  and  see  if  they  will  meet 
the  price  of  0.0404.  If  they  will,  we  can  direct  the  agent  to  give  this  additional 
contract  to  Meenan. 

The  question  I  should  like  to  ask  you  now  is  whether,  in  your 
opinion,  that  kind  of  conduct  suggested  in  that  part  of  the  memo- 
randum is  consistent  with  observing  the  strictest  propriety. 

Mr.  BoTTOME.  I  am  not  at  all  familiar  with  the  way  contracts  for 
such  a  thing  as  oil  are  let,  but  I  have  been  informed — understand, 
this  is  from  information  so  that  I  may  be  very  much  off — that  the 
price  mentioned  there  is  what  they  calt^e  selling  price,  that  it  shan't 
exceed  that  price,  but  they  all  agreed  to  deliver;  I  say  all  agreed  to 
deliver — they  agreed  to  deliver  at  another  price  which  is  the  daily 
market  price  of  oil.  In  other  words,  if  the  price  of  oil  goes  up  beyond 
the  maximum  price,  their  contract  is  on  that  price.  In  other  words, 
they  protect  the  price.  I  have  been  informed  of  that.  I  don't  know 
personally,  myself.  I  have  nothing  whatever  to  do  with  the  letting 
of  contracts. 

Mr.  Cox.  I  wanted  to  make  it  clear  I  am  not  trying  to  examine 
you  about  this  transaction,  because  I  assume  from  what  you  say  you 
don't  know  anything  about  the  facts,  but  let's  take  a  hypothetical 
case.  Suppose  the  company  advertises  for  bids  on  oil.  There  are 
two  bids,  one  by  a  company  which  is  not  connected  in  any  way  with 
your  company,  and  the  other  by  a  company  with  which  you  have  a 
common  directorate.  The  bid  of  the  first  company  is  lower  than  the 
bid  of  the  company  with  which  you  have  the  common  directorate. 
Do  you  think  that  it  is  consistent  with  the  strictest  propriety  to 
inform  the  second  company  that  its  bid  is  higher  than  what  the  lower 
bid  was,  and  then  to  ask  it  whether  it  will  meet  the  lower  bid  without 
giving  the  first  company  an  opportunity  to  bid  again? 

Mr.  BoTTOME.  Wouldn't  that  apply  equally  well  if  the  company 
wasn't  in  any  way  associated  by  directorship  with  ours? 

Mr.  Cox.  I  think  it  would. 

Mr.  BoTTOME.  I  would  say  irrespective  of  whether  there  was  a 
common  directorate,  the  question  of  propriety  would  arise;  but  on 
the  other  hand,  I  understand  it  is  the  custom,  not  in  the  Government 
where  they  put  out  specifications  and  they  agree  to  accept  the  lowest 
bid,  but  builders  I  understand,  and  other  people  are  constantly  doing 
this  sort  of  thing — that  is,  I  mean  accepting  bids  and  then  deciding 
that  the  bids  are  too  high  anyway  and  going  around  to  one  of  the 
men  and  asking  for  a  lower  bid. 

Mr.  Gesell.  Then  what  has  competitive  bidding  to  do  with  the 
relationship  of  directors  of  the  company?  If  competitive  bids  are 
not  taken  on  their  face  value  and  used  as  the  basis  for  handing  out 
contrac*^.  if  they  can  be  changed  at  the  discretion  of  the  person  who 
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has  the  service  to  sell,  what  has  competitive  bidding  to  do  with 
whether  or  not  directors'  connections  with  other  companies  are  proper? 

Mr,  BoTTOME.  It  gives  a  pretty  good  line  on  business.  If  we  get 
six  men  to  submit  a  price  and  we  get  a  man  to  agree  to  give  us  a  con- 
tract for  less,  I  think  we  would  be  rather  foolish  not  to  take  it  for  less. 

Mr.  Gesell.  You  didn't  try  to  get  it  lower.  You  offered  it  at  the 
same  price.  The  memorandum  suggested  that  you  offer  to  meet  a 
price  wliich  was  the  lowest  price  bid. 

Mr.  BoTTOME.  The  purpose  of  tliis  inquirj^  is  to  determine  whether 
one  who  seeks  bids  has  got  to  be  bound  by  the  lowest  bid. 

Mr.  Gesell.  The  purpose  of  this  inquiry  is  to  determine  whether 
competitive  bidding  is  any  criterion  in  judging  the  relations  between 
a  director  and  his  company,  if  those  bids  are  subject  to  revision  and 
variation  at  the  will  of  the  company. 

Mr.  BoTTOME.  Well,  as  far  as  I  am  concerned,  I  tliink  if  I  was 
handling  the  bids,  I  would  proceed  along  the  line  that  I  said  I  would — 
namely,  I  would  ask  for  competitive  bids,  and  I  would  take  every  pre- 
caution to  see  that  in  dealing  with  any  company  with  which  one  of 
our  Directors  was  associated,  no  undue  profit  would  inure  to  that 
company  to  the  disadvantage  of  the  New  York  Life. 

The  Vic^E  Chairman.  Let  me  ask  a  question.  Would  you  give  the 
person  not  connected  with  your  organization  the  same  opportunity  to 
lower  his  bid  that  you  would  give  somebody  connected  with  your 
corporation? 

Mr.  BoTTOME.  You  are  asking  me? 

The  Vice  Chairman.  Yes. 

Mr.  BoTTOME.  I  would  say  yes. 

The  Vice  Chairman.  Well,  that  is  just  your  notion. 

Mr.  Gesell.  Now  the  next  question  obviously,  Mr.  Bottome,  is 
whether  or  not  that  was  done  in  the  New  York  Life  Insurance  Co.? 

Mr.  Bottome.  As  far  as  I  know.  I  don't  have  anything  to  do  with 
the  bids,  you  know. 

Mr.  Gesell.  Take  a  case  like  the  Employer's  Liability  Assurance 
Corporation  where  the  rate  of  the  various  types  of  insurance  written 
is  a  standard  rate  met  by  all  companies.  How  does  the  company 
determine  within  the  proprieties  of  the  situation  that  the  bulk  of  its 
business  should  be  given  to  this  particular  company  with  which  it 
interlocks? 

Mr.  Bottome.  Well,  you  are  asking  about  something  that  I  know 
about  now.  As  a  matter  of  fact,  the  Employer's  Liability  Co.,  the 
coverage  they  give  us  is  under  a  blanket  policy  with  automatic  cover- 
age, and  that  can  only  be  handled  in  one  company.  You  couldn't 
have  automatic  coverage  in  two  companies.  If  we  acquired  a  piece 
of  real  estate  out  in  Spokane  and  we  never  knew  we  acquired  it,  we 
would  be  covered. 

Mr.  Gesell.  Certainly,  but  this  blanket  coverage  doesn't  have  to 
be  given  by  the  Employer's  Liability  Corporation.  It  could  be  given 
by  X  Y  Z. 

Mr.  Bottome.  Not  necessarily  because  I  don't  think  many 

Mr.  Gesell  (interposing).  Why  is  the  Employer's  Liability  Assur- 
ance Corporation  selected  here  for  this  business? 

Mr.  Bottome.  I  don't  know  why  they  were  selected  originally. 
They  have  given  us  wonderfully  good  service,  I  know  that.  Some  of 
the  service  we  have  had  from  other  linbility  companies  is  not  nearly 
so  irood.     Tliat  was  another  matter. 
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Mr.  Gesell.  How  would  the  proprieties]of  the  situation  be  observed 
in  a  case  like  this? 

Mr,  BoTTOME.  Well,  as  I  understand  it,  the  Employer's  Liability 
Co.  wrote  some  years  ago  the  amount  of  pubhc  liability  insurance  we 
carried.  At  that  time  we  only  owned  the  Home  Office  Building,  the 
Printing  Building,  and  the  Kansas  City  Building.  That  was  in  1929, 
and  since  that  time  through  certain  vicissitudes  which  you  are  doubt- 
less familiar  with,  we  own  a  great  deal  more  real  estate  and  therefore 
our  exposure  is  greater  and  we  have  to  require  a  very  much  larger 
amount  of  coverage. 

Mr.  Gesell.  I  want  to  know  this  one  question.  In  giving  that 
additional  coverage,  do  you  know  whether  the  company  tried  to  see 
whether  it  could  get  the  same  coverage  from  someone  else? 

Mr.  BoTTOME.  I  think  they  probably  did.  I  am  not  sure  of  that. 
Of  course,  we  get  what  is  called  a  merit  rating. 

Mr.  Gesell.  That  could  be  given  to  you  by  any  company? 

Mr,  Bottome.  Yes.  Of  course,  that  depends  upon  the  character  of 
the  person  insured,  the  corporation  insured. 

Mr.  Gesell.  I  have  no  further  questions. 

Senator  King.  I  have  none. 

The  Vice  Chairman.  The  witness  is  excused. 

Mr.  Gesell.  That  is  all  of  the  witnesses  today. 

(The  witness,  Mr.  Bottome,  was  excused.) 

The  Vice  Chairman.  The  committee  will  stand  adjourned  until 
ten  o'clock  tomorrow.  I  am  advised  by  counsel  putting  on  this  testi- 
mony that  he  hopes  to  be  able  to  put  on  in  the  morning  all  the  testi- 
mony he  will  be  prepared  tomorow  to  present. 

(Whereupon,  at  4  p.  m.,  a  recess  was  taken  until  Thursday,  Febru- 
ary 16,  1939,  at  10  a.  m.) 
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THURSDAY,  FEBRUARY  16,  1939 

United  States  Senate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C. 

The  committee  met  at  10:15  a.  m.,  pursuant  to  adjournment  on 
Wednesday,  February  15,  1939,  in  the  caucus  room.  Senate  Office 
Building,  Senator  William  H.  King  presiding. 

Present:  Senator  King  (acting  chairman);  Representative  Reece; 
Messrs.  Henderson,  Arnold,  O'Connell,  Patterson,  and  Ferguson. 

Present  also:  Mr.  Gerhard  Gesell,  Special  Counsel,  Securities  and 
Exchange  Commission. 

Acting  Chairman. King.  The  committee  will  be  in  order.  Judge 
Sumners  has  been  detained.     Who  is  the  first  witness  this  morning? 

Mr.  Gesell.  Mr.  Houston  is  the  first  witness  this  morning. 

Acting  Chairman  King.  Mr.  Houston,  please  come  forward.  Mr. 
Houston,  hold  up  your  right  hand,  please.  Do  you  solemnly  swear 
the  testimony  you  are  about  to  give  in  this  proceeding  will  be  the 
truth,  the  whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Houston.  I  do. 

TESTIMONY  OF  DAVID  FRANKLIN  HOUSTON,  PRESIDENT,  MUTUAL 
LIFE  INSURANCE  CO.  OF  NEW  YORK,  NEW  YORK,  N.  Y. 

transactions  involving  interlocking  directors  and  directors' 
affiliations — mutual  life 

Acting  Chairman  King,   ifou  will  state  your  name,  please. 

Mr.  Houston.  My  name  is  David  Franklin  Houston. 

Mr.  Gesell.  You  are  president  of  the  Mutual  Life  Insurance  Co. 
of  New  York? 

Mr.  Houston.  That  is  correct. 

Mr.  Gesell.  How  long  have  you  been  president? 

Mr.  Houston.  About  UJ^  years — July  1927. 

Mr.  Gesell.  Are  you  also  a  director  of  that  company? 

Mr.  Houston.  I  am — a  trustee. 

Mr.  Gesell.  How  long  have  you  been  a  trustee. 

Mr.  Houston.  I  think  I  was  elected  in  July  1927. 

Mr.  Gesell.  How  much  insurance  in  force  has  your  company  at  the 
present  time? 

Mr.  Houston.  About  $3,787,000,000. 

Mr.  Gesell.  What  are  the  admitted  assets  of  your  company? 

Mr.  Houston.  At  present,  approximately  $1,399,000,000. 

Mr.  Gesell.  Do  you  operate  throughout  the  United  States? 

Mr.  Houston.  Except  in  Texas. 
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Mr.  Gesell.  What  type  of  insurance  does  your  company  write? 

Mr.  Houston.  Straight  life,  ordinary  life  insurance. 

Mr.  Gesell.  Do  you  write  group  insurance? 

Mr.  Houston.  We  do  not. 

Mr.  Gesell.  Do  you  write  industrial  insurance? 

Mr.  Houston.  No. 

Mr.  Gesell.  How  many  trustees  are  there  of  the  Mutual  Life 
Insurance  Co.? 

Mr.  Houston.  Thirty-six. 

Mr.  Gesell.  They  are  elected — have  been  up  to  the  present  time — 
every  other  year? 

Mr.  Houston.  Every  second  year,  in  odd  years. 

Mr.  Gesell.  I  should  like  to  offer  for  the  record  a  schedule  which 
has  been  submitted  to  us  by  the  company  showing  the  names  of  the 
board  of  trustees  of  the  Mutual  Life  Insurance  Co.  of  New  York,  and 
the  dates  of  their  election. 

Acting  Chairman  King.  It  will  be  received. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  270"  and  is 
included  in  the  appendix  on  p.  1566.) 

Mr.  Gesell.  We  have  also  to  offer  for  the  record  at  this  time  a 
schedule  of  the  business  affihations  of  the  trustees  of  the  Mutual  Life 
Insurance  Co.  of  New  York. 

Acting  Chairman  King.  Let  it  be  received. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  271"  and  is 
included  in  the  appendix  on  p.  1567.) 

Mr.  Gesell.  I  might  say  that  that  schedule  shows  the  directors  of 
the  Mutual  Life  Insurance  Co.,  the  trustees  of  that  company,  are  also 
directors  of  22  bank  and  trust  companies,  31  insurance  companies, 
principally  fire  and  marine  companies,  55  industrial  corporations,  3 
mercantile  companies,  1  publishmg  company,  9  real  estate  ventures, 
29  railroads,  1  steamship  company,  1  air  line  company,  8  utilities,  and 
15  miscellaneous  companies. 

There  is  a  trustee  of  your  company  by  the  name  of  Mr.  John  H. 
Ottley,  is  there  not? 

Mr.  Houston.  John  H.  or  John  K? 

Mr.  Gesell.  John  K. 

Mr.  Houston.  Yes. 

Mr.  Gesell.  He  is  president  of  the  First  National  Bank  of  Atlanta, 
is  he  not? 

Mr.  Houston.  Yes. 

Mr.  Gesell.  When  was  he  elected  trustee? 

Mr.  Houston.  In  1931,  June  4. 

Mr.  Gesell.  I  want  to  ask  you  whether  you  recall  receiving  this 
letter  from  him,  a  letter  being  dated  September  7,  1933,  forwarding  to 
you  a  copy  of  a  letter  which  he  had  written  to  Mr.  Turner,  treasurer  of 
your  company,  under  same  date,  the  letter  to  Mr.  Turner  stating 
[reading  from  "Exhibit  No.  272"]: 

In  my  conversation  with  President  Houston  I  stated  to  him  that  the  present 
business  of  the  Mutual  Life  with  this  bank  is  satisfactory  and  is  duly  appreciated; 
however,  I  advised  him  that  my  desire  to  have  the  relationship  broadened  and 
increased  is  based  on  three  propositions:  First,  that  as  I  make  my  living  as  presi- 
dent of  the  First  National  my  first  interest  is  to  build  up  its  business;  second, 
that  as  a  trustee  of  the  Mutual  Life,  which  is  an  honor  I  appreciate,  I  want  the 
full  interest  of  my  bank  with  its  important  sectional  contacts  in  the  company's 
southeastern  activities.     This  I  am  sure  you  will  agree  I  can  properly  .expect 
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only  as  the  size  and  value  of  the  Mutual  Life's  business  with  us  is  at  least  on  an 
equal  footing  with  other  accounts  of  similar  companies;  third,  that  I  believe 
these  purposes  can  be  accomplished  without  costing  your  company  anything. 

The  letter  goes  on,  after  discussion  of  banking  arrangements  to  say 
[reading  further  from  "Exhibit  No.  272"]: 

You  will  understand  that  in  going  into  this  great  detail  I  have  tried  to  point 
out  practical  arrangements  whereby  my  desire  as  president  of  this  bank  and 
trustee  of  the  Mutual  Life,  could  be  accomplished  with  advantage  to  each  and 
disadvantage  to  no  one. 

Anything  you  can  do  for  me  in  the  matter  will  be  greatly  appreciated. 

Do  you  recall  that  letter? 

Mr.  Houston.  I  do  not. 

(The  vice  chairman,  Representative  Sumners,  assumed  the  Chair.) 

Mr.  Gesell.  Do  you  recall  whether  as  a  result  of  that  letter  a  de- 
posit was  made  in  Mr.  Ottley's  bank? 

Mr.  Houston.  In  the  first  place,  when  I  first  knew  the  situation 
there  I  think  our  account  was  in  another  bank  which  was  a  branch  of 
the  bank  whose  headquarters  were  outside  of  Atlanta,  and  it  seemed  to 
us  that  where  we  had  an  important  agency,  as  we  had  in  Atlanta,  an 
important  city,  doing  a  considerable  business,  it  would  be  preferable 
to  have  an  account  in  a  bank  whose  headquarters  were  in  Atlanta. 
The  change  was  made,  I  think,  considerably  before  1931  and  a  deposit 
was  made  in  the  Fourth  National  which  was  afterwards  merged  and 
becaxxire  the  First  National,  and  subsequently  the  accounts  were 
increased.  The  treasurer  at  the  time  when  we  were  trying  to  find 
places  where  we  could  get  some  interest  on  deposits,  made  a  time 
deposit  in  that  bank  of  $500,000, 1  think  it  was,  on  which  they  allowed 
use  one-half  of  1  percent,  and  most  banks  were  not  allowing  anything. 

Mr.  Gesell.  My  question  was,  Mr.  Houston,  as  a  result  of  this 
letter,  did  your  company  make  a  deposit  of  $500,000  in  the  bank? 

Mr.  Houston.  I  do  not  know.  It  may  have  been  in  spite  of  that 
letter. 

Mr.  Gesell.  On  September  16,  1933,  approximately  9  days  later, 
Mr.  Ottley  wrote  you,  .did  he  not,  and  stated  in  part  [readiiig  from 
"Exhibit  No.  272"]: 

Today  I  had  the  great  pleasure  of  receiving  from  Mr.  Turner  a  check  for  $500,- 
000  for  the  .establishing  with  us  of  a  special  90-day  time  deposit  account.  I  have 
written  him  direct  how  much  I  appreciate  this  "further  substantial  evidence  of 
friendship  as  well  as  the  recognition  on  his  part  of  the  ability  of  my  bank  to  serve 
our  company  in  a  more  important  way. 

Mr.  Houston.  Well,  he  was  correct  as  to  the  service;  and  he  did 
take  good  care  of  the  money  and  paid  us  interest  on  the  account. 

Senator  King.  I  suppose  your  company  was  interested,  if  you  had 
funds  and  purposed  depositing  them  in  banks,  to  get  banks  that  had 
prestige  and  standing  and  could  be  of  some  service  to  the  community 
and  to  your  organization. 

Mr.  Houston.  Yes,  Senator;  especially  where  we  felt  that  the 
money  would  be  safe  and,  as  has  been  intimated,  where  we  could  get 
something  on  the  deposit. 

Mr.  Gesell.  I  would  like  to  offer  this  correspondence  in  full  for 
the  record  now. 

(The  correspondence  referred  to  was  marked  "Exhibit  No.  272" 
and  is  included  in  the  appendix  on  p.  1571.) 

Mr.  Gesell.  Mr.  Houston,  still  considering  the  connection  of 
Mr.  Ottley's  bank  with  your  company,  did  you  not  receive—  I  would 
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like  to  read  you  a  letter  dated  August  29,  1935,  signed  by  Mr.  Ottley, 
president,  addressed  to  Mr.  Turner,  treasurer  of  your  company 
[reading  from  "Exhibit  No.  273"]: 

It  was  my  intention  to  visit  you  before  the  last  meeting  of  the  board  of  trustees 
of  the  Mutual  Life  Insurance  Co.  as  I  very  much  desired  the  opportunity  of  dis- 
cussing with  you  and  Mr.  Houston  using  our  bank  to  a  larger  extent  for  deposit 
of  non-interest-bearing  funds. 

The  letter  goes  on  to  say  that  he  wishes  to  have  additional  deposits 
and  ends  up  by  saying  [reading  further]: 

As  stated  before,  I  hope  to  have  the  pleasure  of  discussing  this  situation  with 
you  and  Mr.  Houston  in  person,  but  as  there  may  be  some  further  delay  in  the 
chances  to  do  this,  I  am  taking  the  liberty  of  asking  your  most  careful  considera- 
tion to  this  communication. 

With  kindest  personal  regards  and  best  wishes  to  you  and  your  associates. 

Do  you  recaU  having  ever  seen  that  letter? 

Mr.  Houston.  I  do  not  remember  it. 

Mr.  Gesell.  I  wish  to  offer  it  for  the  record. 

(The  letter  referred  to  was  marked  "Exhibit  No.  273"  and  is  included 
in  the  appendix  on  p.  1573.) 

Mr.  Houston.  In  addition  to  that  tune  deposit  on  which  they  paid 
us  interest,  I  think  there  were  deposits,  as  there  would  naturally  be  in 
Atlanta  of  nontime  deposits  because  of  the  amount  of  business  we  do 
there;  because  of  the  strength  and  safety  of  that  bank,  irrespective  of 
the  fact  whelher  the  president  of  it  was  a  trustee  or  not. 

Mr.  Gesell.  Now,  about  10  days  later  after  that  letter  Mr. 
Turner  wrote  Mr.  Ottley,  stating  [reading  from  "Exhibit  No.  274"]: 

I  have  your  letter  of  August  29  and  appreciate  the  difficulty  sound  banks  have 
at  the  present  time  to  invest  their  funds  and  secure  an  adequate  return  after 
covering  the  expenses  of  Federal  insurance  and  overhead.     *     *     * 

I  Am  enclosing  check  for  $250,000  to  be  credited  to  the  company's  special 
account  with  your  bank.  This  will  increase  the  balance  to  well  over  $300,000. 
Of  course,  if  times  change  and  we  should  have  an  opportunity  to  invest  our 
funds  more  closely  than  at  present  it  may  be  necessary  to  draw  down  the  balance 
for  this  purpose. 

Did  Mr.  Turner  discuss  with  you  making  this  additional  deposit 
with  Mr.  Ottley 's  bank? 

Mr.  Houston.  He  usually  does;  I  suppose  he  did  in  that  case.  I 
think  really  the  account  increased  and  I  had  no  objection  to  having  it 
increased;  I  would  not  have  any  objection  to  increasing  it  further. 

Mr.  Gesell.  Do  you  know  if  the  account  would  be  increased  because 
of  the  special  request  of  Mr.  Ottley,  your  trustee? 

Mr.  Houston.  Unless  we  had  thought  it  was  a  wise  and  desirable 
thing  to  do  we  would  not  have  done  it  because  of  Mr.  Ottley's  or 
anybody  else's  request. 

Mr.  Gesell.  But,  Mr.  Houston,  it  does  not  answer  my  question. 

Mr.  Houston.  Yes;  it  does;  it  answers  the  spirit  of  it. 

Mr.  Gesell.  My  question  was,  did  you  know  at  the  time  you  made 
this  additional  deposit  that  Mr.  Ottley  had  made  a  specijBc  request 
for  it? 

Mr.  Houston.  I  cannot  answer  that  now.  I  do  not  remember, 
but  it  would  not  have  made  any  difference  with  me  one  way  or  the 
other  in  deciding  it. 

Mr.  Gesell.  I  wish  to  offer  this  letter  for  the  record. 

(The  letter  referred  to  was  marked  "Exhibit  No.  274"  and  is 
included  in  the  appendix  oh  p.  1573.) 
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Mr.  Gesell.  Now,  the  next  letter,  less  than  a  year  later,  Mr. 
Turner,  treasurer  of  your  company,  writes  Mr.  Ottley  on  May  5,  1936: 

Referring  to  our  conversation  of  last  Wednesday,  I  have  arranged  to  increase 
the  company's  balance  with  your  bank  to  say  one  million  dollars,  including  the 
time  deposit  of  $500,000,  so  that  the  relation  between  current  and  time  funds 
may  be  equal. 

Do  you  recall  anything  with  respect  to  why  that  additional  deposit 
was  made  in  Mr.  Ottley 's  bank? 

Mr.  Houston.  No.  I  would  have  had  no  objection  to  increasing  it 
on  general  principles. 

The  Vice  Chairman.  I  presume  you  had  to  deposit  your  funds 
somewhere? 

Mr.  Houston.  We  did;  and  we  wanted  a  strong  bank. 

The  Vice  Chairman.  And  if  a  strong  bank  happened  to  be  in  a 
district  in  which  your  company  had  a  good  many  pohcyholders,  and 
was  doing  considerable  business,  that  was  to  that  degree  advan- 
tageous? 

Mr.  Houston.  And  we  had  no  objection  to  having  it  in  that  section 
of  the  country. 

Mr.  Gesell.  Now  Air.  Ottley  replied  to  Mr.  Turner's  letter  on 
May  10,  1936: 

My  Dear  Mr.  Turner:  It  is  highly  gratifying  to  receive  your  letter  of  May  5 
indicating  your  intention  to  place  this  bank  in  your  million-dollar  class.  I  wish 
to  assure  you  of  my  appreciation  of  this  compliment,  and  at  the  same  time  to  tell 
you  how  good  this  news  makes  your  trustee  feel.  Regarding  the  last  paragraph 
of  your  letter  I  recognize  of  course  that  your  first  responsibility  is  to  look  after 
the  interests  of  the  Mutual  Life  and  we  always  expect  to  do  business  with  you  on 
that  basis. 

Do  you  recall  ever  having  seen  that  letter? 

Mr.  Houston.  No. 

Mr.  Gesell.  May  I  ask  you,  Mr.  Houston,  whether  it  is  the 
practice  of  your  company  to  make  deposits  with  banks  which  interlock 
with  your  company  through  directors  who  are  anxious  for  those 
deposits? 

Mr.  Houston.  No,  sir:  not  necessarily.  We  try  to  select  banks — we 
have,  of  course,  many  banks  throughout  the  country^  specially  where 
we  have  headquarters  of  agencies,  and  we  try  to  select  banks  which 
we  believe  to  be  strong  and  sound,  and  which  would  withstand  strain. 
One  evidence  of  that  is  that  during  the  depression  I  think  the  maximum 
amount  that  we  had  tied  up  for  a  time  was  about  $280,000,  scattered 
throughout  the  United  States. 

Mr.  Gesell.  Now  would  you  have  made  these  non-interest- 
bearing  deposits  with  Mr.  Ottley 's  bank  if  he  had  not  naade  a  specific 
solicitation  of  your  company  for  those  deposits? 

Mr.  Houston.  In  all  probability.  We  were  making  them  in 
diflFerent  places.     We  had  to  put  them  somewhere. 

Mr.  Gesell.  Do  I  imderstand  from  your  statement  that  you  had 
funds  to  deposit  and  if  directors  sought  those  funds  for  those  banks 
and  you  felt  the  banks  were  sound,  you  were  willing  to  make  the 
deposits  with  them? 

Mr.  Houston.  We  made  them  in  banks  where  we  did  not  have 
directors. 
*Mr.  Gesell.  That  does  not  answer  my  question. 
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Mr.  Houston.  I  don't  care  whether  it  does  or  not.  My  disposition 
would  be  to  do  it,  rather  in  spite  of  the  fact  the  trustee  is  an  officer 
of  the  bank. 

Mr.  Gesell.  I  would  like  an  answer  to  my  question,  whether  you 
care  to  answer  jt,  sir.  My  question  was  if  a  director  or  trustee  of 
your  company  is  connected  with  a  bank  and  solicits  the  deposit  of 
your  company,  and  you  feel  that  bank  is  sound,  is  it  your  practice  to 
make  the  deposit? 

Mr.  Houston.  I  would  not  say  it  is  our  practice.  We  might  make 
the  deposit. 

The  Vice  Chairman.  And  have  you  made  deposits  in  banks  where 
those  connections  with  the  banks  were  not  trustees? 

Mr.  Houston.  We  have. 

The  Vice  Chairman.  How  many  })anks  throughout  the  United 
States  have  you  utilized  for  deposits? 

Mr.  Houston.  I  cannot  give  you  the  number,  Senator,  off-hand; 
I  should  say  we  have  about  one  hundred  and  twenty-two  odd  ac- 
counts with  some  duplicates,  agency  accounts,  or  company  accounts. 
Probably  about  95  banks. 

Mr.  Arnold.  If  there  were  two  banks,  one  in  the  situation  of  the 
bank  in  Atlanta  where  the  director  was  writing  you  suggesting  that 
his  connection  entitled  him  to  some  consideration,  and  the  other  bank 
which  had  no  connection  with  you,  suppose  the  banks  were  equally 
sound,  you  would  be  moved  in  selecting  your  bank  by  the  connection 
with  directors,  would  you  not? 

Mr.  Houston.  If  we  already  had  an  account  in  the  other  bank 
we  probably  would  not  change  it. 

Mr.  Arnold.  But  on  the  question  of  new  business,  you  would  be 
very  much  moved  of  course  by  the  fact  that  the  gentleman  soliciting 
the  business  was  a  director,  would  you  not?  _ 

Mr.  Houston.  To  this  extent,  that  I  think  it  would  be  in  the 
interest  of  the  company  in  all  probability  to  have  an  account  in  a 
bank  whose  head,  or  one  of  whose  chief  officers  was  one  of  our  trustees; 
I  think  he  would  be  inclined  to  look  after  it  better  for  us. 

Mr.  Gesell.  Which  comes  first,  Mr.  Houston?  Do  you  choose 
your  bank  and  then  take  your  trustee,  or  do  you  take  your  trustee  and 
let  him  choose  the  bank? 

Mr.  Houston.  We  do  not  let  the  trustee  choose  any  bank. 

Mr.  Gesell.  Now  may  I  call  your  attention  to  another  instance 
in  this  matter?  Mr.  Stanley  Field  was  until  very  recently  a  member 
of  your  board  of  trustees,  was  he  not? 

Mr.  Houston.  He  was  for  a  while. 

Mr.  Gesell.  He  was  connected  with  the  Continental  Illinois  Bank 
in  Chicago,  was  he  not? 

Mr.  Houston.  I  do  not  recall. 

Mr.  Gesell.  Well  now  I  call  to  your  attention  a  letter  signed  by 
him,  dated  September  13,  1933,  saying  [reading  from  "Exhibit  No. 
275"]: 

The  Mutual  Life  Insurance  Co.  has  about  five  accounts  with  the  Continental- 
Illinois  National  Bank  &  Trust  Co.  of  Chicago,  with  balances  averaging  around 
$200,000,  and  one  of  which  is  termed  the  home  office  account,  amounting  to 
$44,000.  The  others  are  agency  accounts.  These  accounts  are  very  much 
appreciated  but  in  view  of  the  very  large  balances  which  I  notice  you  carry  in 
various  New  York  banks,  I  am  wondering  if  you  would  not  be  disposed  to  carry 
a  larger  amount  of  the  home-office  account  with  the  Continental-Illinois  National 
Bank  &  Trust  Co.  of  Chicago? 
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The  bank  has  private  wire  connections  with  New  York  and  can  make  immediate 
transfer  of  funds, 

And  so  forth.     You  recall  receiving  that  letter,  Mr.  Houston? 

Mr.  Houston.  I  probably  received  it;  I  do  not  remember  now 
about  it. 

Mr.  Gesell.  Now  this  letter  was  written  on  September  13.  On 
September  20  your  treasurer,  Mr.  Turner,  wrote  Mr.  Field  saying 
that  you  had  referred  the  letter  to  him  and  completed  his  letter  with 
this  paragraph  [reading  from  "Exhibit  No.  275"]: 

I  am  arranging  to  increase  the  balance  in  our  home  office  account  with  .your 
bank.  If  you  will  kindly  have  analysis  of  our  other  accounts  made,  and  it  is 
found  that  the  balances  maintained  are  inadequate,  I  should  be  glad  to  raise 
them  to  the  necessary  level. 

Mr.  Field  replied  to  Mr.  Turner  on  September  22  [reading  further 
from  "Exhibit  No.  275"]: 

I  thank  you  for  yout  letter  of  September  20,  being  an  answer  to  a  letter  which 
I  wrote  President  Houston  with  reference  to  the  deposits  of  the  Mutual  Life 
Insurance  Co.  of  New  York  with  the  Continental-Illinois  National  Bank  & 
Trust  Co. 

I  am  advised  that  the  agency  accounts  are  maintained  on  a  satisfactory  and 
profitable  basis,  and  that  what  the  bank  was  anxious  to  obtain  was  a  larger 
deposit  of  the  home  office  account.  They  were  very  grateful,  therefore,  when  I 
reported  to  them  the  contents  of  your  letter,  and  I  wish  to  express  my  personal 
appreciation  of  the  action  which  you  are  taking  to  increase  this  deposit  with  the 
Continental -Illinois  National  Bank  &  Trust  Co. 

I  wish  to  offer  this  correspondence  for  the  record. 

(Senator  King  assumed  the  Chair.) 

Acting  Chairman  King.  It  may  be  received. 

(The  correspondence  referred  to  was  marked  "Exhibit  No.  275" 
and  is  included  in  the  appendix  on  p.  1574.) 

Mr.  Gesell.  Now  may  I  ask  you  again,  Mr.  Houston,  if  you  had 
not  received  this  specific  request  from  Mr.  Field  to  make  a  deposit 
in  that  bank,  would  you  have  made  that  deposit? 

Mr.  Houston.  We  might  have,  and  if  the  bank  itself  had  written 
to  us  we  might  have  made  it. 

Mr.  Gesell.  And  the  fact  that  the  letter  was  from  Mr.  Field,  one 
of  your  tiustees,  had  nothing  to  do  with  the  matter? 

Mr.  Houston.  Not  especially. 

Mr.  Gesell.  Would  you  have  given  as  prompt  consideration? 

Mr.  Houston.  I  would  have. 

Mr.  Gesell.  In  the  case  of  each  of  these  two  instances,  was  any 
time  taken  to  make  a  thorough  analysis  of  the  bank's  condition  to 
determine  whether  or  not  it  was  a  safe  bank  for  the  deposit? 

Mr.  Houston.  We  knew  it  was,  and  I  knew  it  was  a  relatively  small 
account  for  such  a  bank  and  considering  our  cash  balance. 

Mr.  Gesell.  Now,  Mr.  Sloan  Colt  is  one  of  your  trustees,  is  he  not? 

Mr.  Houston.  He  is. 

Mr.  Gesell.  Mr.  Colt  is  connected  with  the  Bank  of  New  York 
&  Trust  Co.,  is  he  not? 

Mr.  Houston.  Bankers  Trust  Co.  of  New  York. 

Mr.  Gesell.  With  the  Bankers  Trust  Co.  of  New  York. 

Mr.  Colt  was  nominated  for  trustee  of  your  company  on  May  27, 
1931,  and  elected  on  June  4,  1931,  was  he  not? 

Mr.  Houston.  June  4. 
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Mr.  Gesell.  He  is  a  member  of  the  finance  committee  of  your 
company? 

Mr.  Houston.  He  is  now. 

Mr.  Gesell.  Was  he  a  member  at  that  time? 

Mr.  Houston.  No,  not  at  that  time. 

Mr.  Gesell.  Do  you  recall  receiving  this  letter  from  him  on 
December  16,  1932,  after  he  had  become  a  trustee  of  your  company 
[readmg  from  "Exhibit  No.  276"]: 

I  want  to  drop  you  this  line  to  repeat  the  expression  of  appreciation  which  I 
made  at  the  finance  committee  meeting  in  connection  with  the  opening  of  the 
account  of  the  Mutual  Life  Insurance  Co.  with  Bankers  Trust  Co. 

I  personally  am  delighted  to  feel  that  we  are  to  have  the  responsibility  of 
safeguarding  some  of  your  funds  and  all  of  us  here  are  very  pleased  at  the 
thought  of  a  closer  association  between  us.  I  am  sure  you  know  that  I  will  do 
anything  I  can  to  make  this  association  agreeable  and  profitable.] 

Do  you  recall  receiving  that  letter? 

Mr.  Houston.  I  do  not  recall  it.  I  have  no  doubt  I  received  it, 
and  I  was  very  glad  to  have  a  deposit  in  the  Bankers  Trust  Co.  It 
is  one  of  the  best  and  finest  in  New  York  City,  and  there  is  no  finer 
man  that  I  know  of  in  New  York  City  than  Mr.  Colt. 

Acting  Chairman  King.  I  assume  that  your  company  has  a  large 
amount  of  cash  from  time  to  time  which  it  must  invest,  or  failing  to 
invest  promptly,  it  has  to  carry  the  same  in  banks  throughout  the 
United  States. 

Mr.  Houston.  Especially  in  these  days.  Senator,  when  it  is  very 
difficult  to  find  suitable  investments.  We  have  to  put  the  money 
somewhere,  and  we  are  glad  to  have  the  money  in  banks  like  the 
Bankers  Trust  Co.  or  the  New  York  Bank  &  Trust  Co.  and  others. 

(The  vice  chairman.  Representative  Sumners,  resumed  the  Chair.) 

Senator  King.  I  understood  you  to  say  that  j^ou  had  deposits  in 
89  banks. 

Mr.  Houston.  That  is  throughout  the  country. 

Senator  King.  I  mean  throughout  the  country.  Now,  you  mean 
to  accept  banks  of  strength  and  character,  so  in  the  event  o  any 
depression,  decline  in  values,  you  may  feel  the  funds  of  which  yoi.  are 
the  custodians  may  be  safely  guarded  and  protected. 

Mr.  Houston.  That  is  very  true,  and  as  I  intimated  a  moment  ag'\ 
I  think  that  the  evidence  of  the  care  is  the  fact  that  during  the  depth 
of  the  depression  the  amount  of  money  we  had  in  suspense  and  in  sus- 
pended banks  was  negligible,  practically. 

Mr.  Gesell.  The  thing  that  interests  me,  Mr.  Houston,  is  that  in 
1928  tlie  balance  of  vour  companv  with  Bankers  Trust  Co.  was  a  little 
in  excess  of  $31,000;  in  1929  a  little  in  excess  of  $30,000;  in  1930  a 
little  in  excess  of  $26,000;  in  1931  a  little  in  excess  of  $150,000, 
and  then  immediately  after  Mr.  Colt  becomes  a  trustee  of  your  com- 
pany, the  balance  jumps  to  over  $1,500,000. 

Mr.  Houston.  Yes. 

Mr.  Gesell.  Is  there  any  connection  between  the  fact  that  Mr. 
Colt  becomes  a  trustee  of  your  company  and  a  member  of  vour  finance 
committee  and  this  large"  deposit  of  $1,000,000  is  made  in  this  par- 
ticular bank? 

Mr.  Houston.  Not  necessarily.  I  am  rather  surprised  that  it  isn[t 
larger,  in  viow  of  the  strength  of  the  Trust  Co.  and  the  service  it 
renders. 
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Mr.  O'CoNNELL.  May  I  ask  a  question?  I  have  had  a  little  diffi- 
culty in  following  the  answers  to  the  questions,  because  it  doesn't 
seem  to  me  that  the  questions  asked  by  the  examiner  were  intended 
to  bring  out  anything  particularly  about  the  strength  or  weakness  of 
a  particular  bank,  but  rather  to  investigate  an  entirely  different  ques- 
tion, that  is  the  relationship  between  your  banlc.  or  your  insurance 
company  and  a  bank  upon  which  one  of  your  trustees  was  also  a 
member  of  the  board.  Do  I  understand  you  to  mean  that  these 
instances  which  have  been  brought  out  where  it  was  a  matter  of 
coincidence — you  have  said  several  times,  "Not  necessarily,"  for 
instance,  when  the  deposit  was  substantially  increased.  You  mean 
that  your  action  was  not  influenced,  or  that  it  was? 

Mr.  Houston.  What  I  meant  to  say  was  that  it  was  not  entirely 
improbable  that  if  Mr.  Colt  had  never  become  a  member  of  the  board, 
we  might  have  a  deposit,  and  a  lar^e  deposit,  in  the  bank,  because 
I  have  confidence  in  his  bank  and -it  is  one  which  I  believe  would 
take  good  care  of  the  funds,  and  as  I  said  before  in  answer  to  a  similar 
question,  I  think  it  is  some  advantage  to  have '  an  account  in  a 
bank,  one  of  whose  responsible  officers  is  a  trustee  of  your  company. 

Mr.  O'CoNNELL.  Then  you  mean  you  were  influenced  by  the  fact? 

Mr.  Houston.  Other  things  being  equal,  I  certainly  would  have 
no  objection  to  it. 

Mr.  O'CoNNELL.  I  gathered  from  your  last  "answer  that  you  do 
mean  that  you  were  influenced  by  his  membership  on  your  board  and 
on  the  board  of  directors  of  the  bank. 

Mr.  Houston.  We  would  not  make  a  deposit  in  a  bank  simply 
because  we  happened  to  have  a  trustee  who  is  connected  with  that  bank. 

Mr.  O'CoNNELL.  I  understand  that,  but  I  did  understand  you  to  say 
that  you  were  influenced  by  the  fact  that  he  was  a  member  of  your 
board.     You  said  it  was  to  your  advantage. 

Mr.  Houston.  Yes. 

Mr.  O'CoNNELL.  Which  I  understood  you  to  say  influenced  you. 
Thank  you. 

Mr.  Gesell.  I  should  like  to  offer  for  the  record  the  letter  from 
Mr.  Colt  to  which  the  witness  referred  a  moment  ago. 

The  Vice  Chairman.  It  may  be  admitted. 

(The  letter  referred  to  was  marked  "Exhibit  No.  276"  and  is  in- 
cluded in  the  appendix  on  p.  1575.) 

Mr.  Gesell.  Mr.  Houston.  I  have  before  ine  a  schedule,  certified 
to  by  the  treasurer  of  your  company,  showing  the  highest  bank 
balances  and  the  rate  of  interest  paid  on  various  deposits  of  your 
company  with  banks,  certain  banks,  for  the  years  1928  to  1938  inclusive.* 
This  schedule  shows  all  deposits  in  banks  with  which  your  company 
is  connected  through  interlocking  directorships,  and  also  shows  the 
lack  of  deposits  in  certain  banks  with  which  your  company  is  also 
similarly  connected. 

I  want  to  ask  you,  having  this  same  problem  in  mind,  whether  it  is 
not  a  fact  that  you  have  had  on  deposit  with  the  National  City  Bank 
at  the  close  of  1938  over  $11,000,000? 

Mr.  Haughton  Bell.  Isn't  that  the  highest  bank  balance? 

Mr.  Gesell.  Yes,  the  highest  during  the  year  1938  was  over 
$11,000,000. 

1  See  "Exhibit  No.  277",  appendix,  p.  1576. 
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Mr.  Houston..  At  1938  it  seems  to  have  been  seven  and  three-tenths, 
four-tenths  nearly.     It  was  higher  than  that  in  other  years  apparently. 

Mr.  Gesell.  My  record  would  show  that  it  was  in  excess  of 
$11,000,000. 

Mr.  Houston.  The  National  City  Bank,  that  is  correct. 

Mr.  Gesell.  Mr.  Perkins,  a  trustee  of  your  company,  is  connected 
with  that  bank,  is  he  not? 

Mr.  Houston.  He  is. 

Mr.  Gesell.  You  have  a  deposit  with  the  Central  Hanover  Bank 
&  Trust  Co.  in  excess  of  $2,000,000— in  excess  of  $3,000,000? 

Mr.  Bell.  That  is  the  highest  balance  again,  isn't  it? 

Mr.  Gesell.  Yes. 

Mr.  Houston.  That  seems  to  be  correct. 

Mr.  Gesell.  Mr.  Cornelius  Vanderbilt,  a  trustee  of  your  company, 
is  also  associated  with  your  bank? 

Mr.  Houston.  General  Vanderbilt  has  been  ill  for  sometime. 

Mr.  Gesell.  For  how  long  was  he  HI,  sir? 

Mr.  Houston.  I  have  forgotten. 

Mr.  Patterson.  You  mean  Gen.  Cornelius  Vanderbilt? 

Mr.  Houston.  He  retired  from  our  board.  He  was  very  ill  for  a 
long  time. 

Mr,  Gesell.  Do  you  know  when  he  retired,  sir? 

Mr.  Houston.  I  do  not  know  whether  I  have  the  date. 

Mr.  Gesell.  Isn't  it  correct  that  he  retired  in  October  1938? 

Mr.  Houston.  I, think  so. 

Mr.  Gesell.  Your  highest  bank  balance  with  that  bank,  with  the 
Central  Hanover  Bank,  in  1938  was  in  excess  of  $3,000,000,  was  it  not? 

Mr.  Houston.  Apparently. 

Mr,  Gesell.  You  have  deposits  in  the  First  National  Bank,  have 
you  not? 

Mr.  Houston.  We  have, 

Mr.  Gesell,  Mr.  Myron  C.  Taylor,  a  trustee  of  your  company,  is 
connected  with  that  bank? 

Mr.  Houston.  And  the  president  of  it  is  a  trustee. 

Mr.  Gesell.  Who  is  he? 

Mr.  Houston.  Mr.  Leon  Fraser. 

Mr.  Gesell.  You  have  deposits  with  the  Bank  of  New  York  Trust 
Co.,  have  you  not? 

Mr.  Houston.  We  have. 

Mr.  Gesell.  Mr.  Choate  and  Mr.  Traphagan  and  Mr.  Colt  your 
trustees,  are  all  connected  with  that  bank? 

Mr,  Houston,  They  are, 

Mr.  Gesell.  You  have  a  deposit,  a  small  deposit,  of  $50,000  or  in 
that  neighborhood  with- Citizens  Union  National  Bank,  have  you  not? 

Mr.  Houston.  I  do  not  remember.  Oh,  yes,  in  Louisville,  you 
mean. 

Mr.  Gesell.  Yes. 

Mr.  Houston.  Yes. 

Mr.  Gesell.  And  Mr,  Bulhtt,  your  trustee,  is  connected  with  that 
bank,  is  he  not? 

Mr.  Houston.  I  do  not  know.     That  is  all  right,  perhaps  he  is. 

Mr,  Gesell.  I  will  come  back  to  that  in  a  moment.  You  have 
large  deposits  with  the  Guaranty  Trust  Co.,  have  you  not? 

Mr.  Houston.  We  have. 
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Mr.  Gesell.  Those  deposits  during  the  period  covered  by  this 
schedule  have  been  as  high  as  $23,483,000,  have  they  not? 

Mr.  Houston.  They  did  run  up  to  that  apparently  for  a  time  in  '37. 

Mr.  Gesell.  There  are  five  trustees  of  your  company  connected 
with  that  bank,  are  there  not? 

Mr.  Houston.  There  are. 

Mr.  Gesell.  You  have  the  greatest  amount  of  money  in  that  bank? 

Mr.  Houston.  We  have. 

Mr.  Gesell.  Do  you  still  wish  me  to  understand  that  the  deposits 
in  these  banks  are  entirely  a  matter  of  coincidence? 

Mr.  Houston.  It  is  a  matter  of  service  that  we  require  from  the 
bank  and  we  regard  it  as  safe.  These  balances  that  you  speak  of 
don't  exist  in  normal  times.  Ordinarily  we  wouldn't  have  on  hand 
anything  like  the  amount  of  cash  that  we  have  at  present.  We 
would  have  it  "invested  up  to  10  millions  of  dollars  or  some  such  a 
matter.  We  frequently  make  very  large  purchases  of  securities 
when  we  can  get  them  and  we  use  the  balances  in  these  large  banks 
instead  of  having  to  make  the  additional  deposit. 

Mr.  Gesell.  Yes;  my  question  is,  though,  are  not  these  large  bank 
deposits  made  because  of  the  connection  between  your  company  and 
that  particular  bank? 

Mr.  Houston.  I  shouldn't  say  that.  The  fact  that  these  men  are 
members  of  both  are  in  a  way  an  advantage,  but  I  should  say  that  we 
would  have  had  very  large  accounts  if  there  was  not  a  single  officer 
on  the  board.     The  same  thing  is  true  of  several  other  banks, 

Mr.  Gesell.  What  same  thing  is  true,  sir? 

Mr.  Houston.  Well,  you  mentioned  the  National  City,  where  we 
have  a  very  large  amount,  and  the  First  National  and  the  Bankers 
Trust  Co.  We  have  to  put  our  money  somewhere  and  we  need  a  great 
deal  of  it  in  New  York  City  for  the  large  purchases  we  make  from  time 
to  time. 

Mr.  Arnold.  There  is  a  tone  in  some  of  these  letters  of  expectation 
on  the  part  of  persons  who  are  du'ectors,  or  trustees,  of  your  company 
that  by  virtue  of  that  position  they  will  get  certain  advantages  by  way 
of  deposits.  I  recall  one  letter  in  particular  which  was  read.  You 
don't  do  anything  to  discourage  those  expectations,  do  you? 

Mr.  Houston.  Well,  I  don't  say  except  that  we  will  or  will  not 
make  the  deposit  according  to  the  needs  of  the  company. 

Mr.  Gesell.  Do  you  recall  any  instances  where  your  company  has 
refused  to  make  such  a  deposit  M^here  a  director  has  solicited  one  in 
the  manner  we  have  been  reviewing  here? 

Mr.  Houston.  I  don't  remember  any. 
■  Mr.  Gesell.  These  deposits  are  very  profitable  to  the  banks,  are 
they  not? 

Mr,  Houston.  In  these  days,  not  as  in  normal  times. 

Mr.  Gesell.  You  mean  it  is  no  advantage  to  the  bank  to  have 
$23,000,000? 

Mr.  Houston.  Not  as  in  normal  times.     Well,  we  do  not  often 
have  $23,000,000  on  deposit  in  a  bank. 
.   Mr.  Gesell.  Well,  that  is  not  answering  my  question. 

Mr.  Houston.  Some  of  your  questions  are  difficult  to  answer,  but 
banks  do  not  get  very_much  on  loans  in  these  days  and  have  trouble 
in  getting  their  funds  out. 
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Mr.  Gesell.  Do  I  understand  you  to  say  that  it  is  no  advantage 
to  a  bank  to  have  on  deposit  $23,000,000? 

Mr.  Houston.  No  ;  T  would  not  say  that  it  is  no  advantage. 

Mr.  Gesell.  The  fact  that  these  trustees  have  solicited  dei)osit8 
of  your  company  would,  indicate  there  is  some  advantage  in  receiving 
it,  would  it  not? 

Mr.  Houston.  That  is  correct,  and  I  should  very  much  prefer 
that  they  wouldn't  solicit  them. 

Mr.  Gesell.  It  would  be  an  easy  thing  to  discourage  by  not  giving 
in  to  their  solicitation  each  time  it  is  made. 

Mr.  Houston.  But  sometimes  we  want  the  accoimts  in  their  banks. 

Mr.  Gesell.  I  woidd  like  to  offer  for  the  record  this  schedule  state« 
ment  showing  the  bank  balances  in  the  various  banks  we  have  been 
discussing  for  the  period  from  1928  to  1938,  inclusive. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  277"  and  is 
included  in  the  appendix  on  p.  1576.) 

Mr.  Gesell.  There  is  just  one  deposit  that  we  didn't  discuss  on 
that  schedule,  a  deposit  in  excess  of  $2,000,000  with  the  Chase  Na- 
tional Bank,  or  equal  to  $2,000,000,  in  the  Chase  National  Bank. 
Are  you  familiar  with  any  facts  or  circumstances  surrounding  that 
particular  deposit,  Mr.  Houston? 

Mr.  Houston.  No. 

Mr.  Gesell.  Were  you  solicited  to  make  that  deposit  by  any  of 
your  trustees? 

Mr.  Houston.  There  may  have  been  a  suggestion.  If  there  was, 
I  don't  remember  the  incident,  or  what  it  was. 

Mr.  Gesell.  Mr.  Cornelius  Vanderbilt  was  connected  with  the 
Chase  bank,  was  he  not? 

Mr.  Houston.  I  think  he  was. 

Mr.  Gesell.  Did  he  solicit  that  account? 

Mr.  Houston.  I  do  not  remember. 

Mr.  Gesell.  May  I  read  you  a  paragraph  to  refresh  your  recol- 
lection from  a  memorandum  from  the  files  of  the  Chase  Bank: 

Mr.  Cornelius  Vanderbilt,  our  director,  is  a  trustee  of  the  company,  and  Mr. 
Frank  L.  Polk,  until  recently  one  of  our  diiectors,  is  also  a  trustee.  Mr.  Vander- 
bilt has  had  the  question  of  opening  up  an  account  with  Mr.  Houston,  president 
of  the  company.  He  promised  to  keep  Chase  in  mind.  More  recently  the 
company  has  been  solicited  by  Mr.  Vanderpool  through  Mr.  Turner,  treasurer. 

Does  that  refresh  your  recollection  with  respect  to  the  account. 

Mr.  Houston.  I  think  that  is  correct. 

Mr.  Gesell.  Was  the  deposit  in  the  Chase  made  because  of  the 
solicitation  of  j^our  trustee,  Mr.  Vanderbilt? 

Mr.  Houston.  Not  necessarily.  We  had,  as  I  recall  it,  no  deposit 
in  the  Chase.  It  is  just  across  the  street  from  us,  one  of  the  biggest 
in  the  city,  and  it  seemed  to  me  not  unnatural  that  we  should  have  a 
deposit  there. 

Mr.  Gesell.  It  seemed  surprising  to  me  that  you  did  not  think  of 
Chase. 

Mr.  Houston.  A  lot  of  these  things  happen;  you  do  not  always 
think  of  everything. 

Mr.  Gesell.  It  is  a  little  hard  to  forget  the  Chase  Bank  across  the 
street. 

Mr.  Houston.  I  would  not  have  remembered  necessarily  whether 
we  had  an  account  there  or  not,  and  I  would  have  had  no  objection 
to  General  Vanderbilt  asking  us  if  we  cared  to  open  an  account  there. 


CONCENTRATION  OF  ECONOMIC  POWER         1465 

Mr.  Gesell.  It  is  safe  to  say,  is  it  not,  from  the  facts  that  we  have 
been  reviewing,  that  the  allocation  of  funds  of  your  company  which 
you  have  available  for  deposit  with  various  banking  institutions  is 
made  primarily  as  a  sort  of  banking  patronage  because  of  the  solicita- 
tion of  your  trustees? 

Mr.  Houston.  No.  If  we  had  not  a  single  trustee  on  a  single  bank 
in  New  York  City  we  would  have  the  money  in  those  banks  as  we 
have  today. 

Mr,  Gesell.  You  would  have  deposits  in  the  same  banks  in  the 
same  amounts? 

Mr.  Houston.  I  cannot  say  that,  but  I  mean  large  deposits,  because 
they  are  strong  banks  and  we  have  to  put  our  money  somewhere. 

Mr.  Gesell.  Well  now,  may  I  ask  you,  for  the  benefit  of  the  com- 
mittee, if  you  have  anything  further  you  wish  to  say  with  respect  to 
this  matter  of  banking  deposits  which  I  may  not  have  covered? 

Mr.  Houston.  I  do  not  know  of  anything,  except  that  I  am  sure 
that  none  of  these  gentlemen  were  trying  to  do  anything  underhand  or 
untoward.  ^  They  are  men  of  character  and  standing. 

Mr.  Gesell.  May  I  ask  you  whether,  apart  from  the  banking 
phase  of  this  matter,  you  have  business  relations  with  companies  in 
wliich  your  trustees  are  connected? 

Mr.  Houston.  I  do  not  recall  any. 

Mr.  Gesell.  Do  you  recall  whether  or  not  the  trustees  of  your 
company  interested  in  one  or  another  business  have  solicited  your 
company  for  that  business  in  the  same  manner  as  these  bankers  have 
solicited  you  for  the  banking  patronage? 

Mr.  Houston.  I  do  not  recall.  Some  may  have  done  so,  but  I  do 
not  recall  any  instances. 

Mr.  Gesell.  May  I  read  you  this  letter?  By  the  way,  Mr.  James 
M.  Beck  was  a  trustee  of  your  company,  was  he  not? 

Mr.  Houston.  He  was. 

Mr.  Gesell.  A  letter  addressed  to  you  dated  October  19,  1931. 
[Readuig  from  "Exhibit  No.  278"]: 

You  were  good  enouaih  at  my  suggestion  to  instruct  the  treasurer  of  the  Mutual 
Life  to  send  some  business  to  my  brother-in-law,  Howard  E.  Mitchell,  of  Abbott, 
Hoppin  &  Co.,  and  I  understand  that  he  has  always  attended  to  his  commissions 
satisfactorily. 

At  present  he  is  not  having  an  easy  time  in  bringing  sufficient  business  to  that 
brokerage  house  to  justify  his  continuance  and  this  is  a  matter  of  great  concern 
to  me.  If  he  can  just  round  this  bad  corner  until  times  improve,  he  will  have 
plenty  of  business,  for  he  is  a  man  of  great  energy  and  resourcefulness.  Therefore, 
if  at  this  time  you  could  have  our  treasurer  drift  a  little  business  toward  Mitchell, 
it  would  come  as  a  very  timely  aid  to  him. 

Of  course  he  can  buy  and  sell  bonds  on  the  stock  exchange,  as  well  as  stocks, 
and  1  do  hope  that  you  can  give  him  some  encouragement  at  a  time  when  he 
very  sorely  needs  it.     I  will  regard  it  as  a  favor  done  to  me. 

Does  that  refresh  your  recollection  with  respect  to  this  matter? 

Mr.  Houston.  I  think  so. 

Mr.  Gesell.  Now,  in  1932  your  company  gave  business  to  Abbott, 
Hoppin  &  Co.,  did  it  not? 

Mr.  Houston.  I  do  not  know  anything  about  Abbott,  Hoppin  & 
Co. 

Mr.  Gesell.  I  show  you  that  schedule  and  ask  you  if  that  does  not 
refresh  your  recollection. 

Mr.  Houston.  No,  I  never  saw  that. 
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Mr.  Gesell.  That  is  a  schedule  certified  to  by  your  Treasurer 
entitled  [reading  from  "Exhibit  No.  278"]: 

Memo  of  the  amounts  involved  in  the  acquisition  and  disposition  of  securities 
to  Abbott,  Hoppin  &  Co.  for  years  1924-38,  inclusive — 

and  shows  no  business  until  1931.  On  the  acquired  side  in  1931, 
$97,090;  on  the  disposed-of  side,  $308,271.45;  and  in  1932,  on  the 
acquired  side,  $10,675.00,  and  no  business  after  that  date. 

Mr.  Houston.  It  is  very  possible  that  I  called  attention  to  this 
gentleman  who  w^anted  to  sell  some  securities  or  buy  securities  to  our 
financial  people,  and  that  they  let  him  sell  some  securities,  but  only 
on  the  merits  of  the  case. 

Mr.  Gesell.  Mr.  Beck's  letter  states: 

You  were  good  enough  at  my  suggestion  to  instruct  the  Treasurer  of  the  Mutual 
Life  to  send  some  business  to  my  brother-in-law. 

Mr.  Houston.  That  is  incorrect. 

Mr.  Gesell.  I  wish  to  offer  this  correspondence  for  the  record. 

(This  correspondence  referred  to  was  marked  "Exhibit  No.  278" 
and  is  included  in  the  appendix  on  p.  1578.) 

Mr.  Houston.  I  did  not  instruct  the  Treasurer  to  do  anything  of 
the  kind. 

Mr.  Gesell.  Mr.  Frank  L.  Polk,  of.  the  firm  of  Davis  Polk  Ward- 
well  Gardner  &  Reed,  is  a  trustee  of  your  company,  is  he  not? 

Mr.  Houston.  I  am  glad  to  say  that  he  is. 

Mr.  Gesell.  Prior  to  the  time  Mr.  Polk  became  a  trustee,  a  loan 
of  $90,000  at  6  percent  for  5  years  was  made  to  him  on  a  house  in  which 
he  is  interested.     Is  that  not  a  fact? 

Mr.  Houston.  Which  he  occupies. 

Mr.  Gesell.  The  loan  was  made  to  him,  was  it  not? 

Mr.  Houston.  Yes. 

Mr.  Gesell.  Subsequent  to  that  time  he  became  a  trustee,  did  he 
not? 

Mr.  Houston.  He  did. 

Mr.  Gesell.  He  became  a  member  of  the  real  estate  committee? 

Mr.  Houston.  He  did. 

Mr.  Gesell.  He  became  a  member  of  a  subcommittee  of  that  real 
estate  committee? 

Mr.  Houston.  He  did. 

Mr.  Gesell.  Is  it  not  a  fact  that  the  question  cf  rearrangement  of 
this  loan  came  before  that  subcommittee  on  one  occasion? 

Mr.  Houston.  It  first,  as  I  recall  if  from  the  records,  came  before 
the  committee  itself. 

Mr.  Gesell.  Will  you  tell  us  the  facts  with  respect  to  how  this  loan 
was  handled  and  what  Mr.  Polk's  participation,  if  any,  was? 

Mr.  Houston.  Mr.  Polk  did  not  vote  at  any  time  on  any  of  these 
matters,  and  in  '34  the  committe  authorized  the  loan  to  continue  open 
until  '35,  Mr.  Polk  not  voting. 

Mr.  Gesell.  Was  that  done  by  the  full  committee  or  was  that  done 
by  the  small  committee  of  two  men? 

Mr.  Houston.  Tliat  was  done  by  the  full  committee  and  then,  in 
1936,  the  case  was  l>ofore  the  subcommittee. 

Mr.  Gesell.  The  subcommittee  of  two  individuids,  of  which  Mr. 
Polk  was  one  member.  That  committee  met,  and  with  Mr.  Polk  not 
voting,  reached  a  decision  to  change  the  loan  to  an  open  loan.  Is  that 
correct? 
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Mr.  Houston.  That  is  correct,  and  then  the  full  committee,  with 
the  payment  of  $15,000,  reducing  the  mortgage  to  $75,000,  authorized 
it  to  continue  open  at  5  percent. 

Mr.  Gesell.  Mr.  Polk  was  not  present  on  that  occasion,  was  he? 

Mr.  Houston.  He  was  absent. 

Then  later  the  subcommittee  authorized  it  to  continue  open  at  5 
percent. 

Mr.  Gesell.  Was  Mr.  Polk  present  at  that  meeting  of  the  subcom- 
mittee of  two  men? 

Mr.  Houston.  Not  voting;  yes.  Mr.  Pollc,  as  you  know,  is  one  of 
the  finest  gentlemen  I  know.  Under-Secretary  of  State  at  one  time 
and  one  of  the  best  public  servants  the  Nation  has  had.  My  only 
regret  is  that  we  have  not  more  loans  of  that  quality. 

Mr.  Patterson.  With  reference  to  Mr.  Polk,  I  subscribe  to  every- 
thing you  have  said.     I  want  that  on  the  record. 

Mr.  Gesell.  I  was  not  trying  to  suggest  that  Mr.  Polk  is  not  an 
honorable  gentleman,  Mr.  Houston.  I  was  sunplj^  trying  to  under- 
stand whether  your  company  had  felt  that  in  this  situation  it  might  not 
be  advisable  for  the  matter  of  the  disposition  of  his  loan  to  be  given  a 
fuller  consideration  before  more  members  of  the  board  than  for  Mr. 
Polk  to  meet  simply  with  another  gentleman  on  a  subcommittee  of  two 
and  not  participate  in  the  decision. 

Mr.  Houston.  Those  things  are  all  finally  considered  by  the  whole 
board  and  approved  by  it.  Mr.  Polk  at  any  time  could  easily  have 
transferred  that  loan  to  some  other  company  at  a  lower  rate  of  interest, 
and  could  do  so  now,  but  it  certainly  would  not  be  in  the  interest  of 
the  policyholders  to  have  him  transfer  a  good  loan  like  that,  paying 
us  5  percent. 

Mr.  Gesell.  I  have  no  further  questions  of  this  witness. 

Mr.  O'Connell.  I  should  like  to  ask  a  general  question.  Going 
back  to  the  discussion  we  had  a  little  while  ago  about  banks,  in  general 
who  determines  for  the  company  the  way  that  the  deposits  are  made? 
Is  it  determined  by  the  management,  by  the  board  of  trustees,  by  a 
subcommittee,  or  in  what  way? 

Mr.  Houston.  You  mean  the  deposits  in  banks? 

Mr.  O'Connell.     Yes. 

Mr.  Houston.  The  treasurer  has  the  matter  immediately  in  hand, 
and  then  the  finance  committee  considers  the  matter.  Not  infre- 
quently, if  there  is  any  question  which  he  thinks  I  ought  to  be  in- 
formed about,  the  treasurer  consults  me.  Broadly  speaking,  our 
desire  is  to  keep  our  money  where  it  is  needed  and  in  the  soimdest 
institutions  which  we  can  discover.     That  is  our  general  principle. 

Mr.  O'Connell.  I  understand  that,  but  what  I  was  interested  in 
was  whether  the  decision  in  the  final  analysis  was  made  by  the  manage- 
ment or  the  board  of  trustees  or  some  of  the  board  of  trustees  on  such 
questions  as  marking  a  deposit  of  a  million  dollars  in  this  bank  or  that 
bank. 

Mr.  Houston.  These  matters  are  all  dealt  with  immediately.  The 
committees  and  board  fix  maximum  deposits  in  certain  cases,  and  they 
are  presented  from  time  to  time  to  the  proper  committee  and  then  to 
the  Board. 

Mr.  O'Connell.  You  don't  think  that  there  is  anything  incon- 
sistent, or  anything  anomalous,  let  me  say,  about  the  position  of  some 
of  your  board  of  directors  where  there  are  so  many  members  of  your 
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board  who  are  connected  with  banks,  and  at  the  same  time  as  repre- 
senting your  company  have  to  make  the  determinations  of  general 
policy,  in  specific  cases  making  deposits  as  between  their  bank  and 
some  other  bank, 

Mr.  Houston.  I  do  not  think  so.  We  certainly  have  not  suffered 
any  handicaps. 

Mr.  O'CoNNELL.  That  wasn't  the  question. 

Mr.  Houston.  And  I  don't  think  there  is  any  inconsistency.  There 
is  certainly  no  onto  ward  motive  and  it  gives  us  a  fuller  knowledge  of 
such  things. 

Mr.  O'CoNNELL.  You  don't  think  tl  at  a  particular  member  of  your 
board  of  trustees  might  be  torn  between,  let  us  say,  two  loyalties? 
I  mean,  he  represents  your  company  and  also  a  bank,  and  the  question 
if  he  is  to  determine  as  to  whether  your  company  will  make  a  specific 
deposit  in  a  bank — it  just  occurred  to  me  in  general  that  there  was  at 
least  the  possibility  that  a  member  of  your  board  or  several  members 
of  the  board  might  find  it  difficult  to  act  entirely  in  accordance  with 
the  interests  of  your  policyholders.  You  don't  think  there  is  any 
such  possibility?  I  am  not  thinking  of  any  particular  case  but  as  a 
general  proposition. 

Mr.  Houston.  I  do  not  see  anything  that  is  unsatisfactory  in  the 
picture. 

Mr.  Arnold.  There  are  at  least  two  conflicting  interests  represented 
by  a  man  who  is  a  director  of  a  bank  and  a  director  of  an  insurance 
company  with,  respect  to  deposits,  aren't  there?  He  might  not  use  it 
improperly,  but  those  interests  do  exist,  don't  they? 

Mr.  Houston.  I  do  not  know  that  they  conflict  materially. 

Mr.  Arnold.  They  may  not,  but  let's  assume  a  purely  hypothetical 
situation.  Suppose  that  it  was  very  important  for  this  bank  to 
bolster  itself  up  and  keep  your  deposit.  The  director  representing  the 
bank,  and  thinking  it  is  going  to  pull  out  all  right,  would  certainly 
be  moved  by  very  strong  impulse  to  vote  to  keep  the  deposit  in  the 
bank,  wouldn't  he? 

Mr.  Houston.  If  he  had  any  suspicion  of  such  a  bank,  no  matter 
how  many  trustees  might  be  on  the  board  from  that  balik,  we  would 
not  hesitate  immediatel}^  to  ■withdraw  the  deposit. 

Mr.  Arnold.  No  doubt,  but  I  am  speaking  about  the  conflicting 
interests  of  the  particular  director.  There  certainly  would  be  in  that 
case  two  conflicting  interests  which  would  move  him,  wouldn't  there? 

Mr.  Houston.  There  might  be  a  disposition  on  his  part. 

Mr.  Arnold.  But  in  that  particular  case,  which  has  not  been 
brought  out  in  evidence,  and  in  a  purely  hypothetical  case,  there 
would  be  an  actual  conflict  of  interests,  wouldn't  there? 

Mr.  Houston.  Yes. 

Mr.  Arnold.  And  therefore  you  would  say — and  1  am  not  rnaking 
this  question  by  way  of  criticism — that  there  was  at  least  a  possibility 
of  interested  voting  where  you  had  a  number  of  your  directors  repre- 
senting banks  at  the  same  time. 

Mr.  Houston.  A  number  of  our  directors  who  are  also  trustees  of 
banks? 

Mr.  Arnold.  And  I  am  speaking  only  in  terms  of  possibility. 

Mr.  Houston.  The  trustees,  where  there  are  several  on  banks, 
would  be  among  the  first  to  suggest  that  we  withdraw  the  deposits. 

Mr.  Arnold.  They  might  lean  over  backwards. 
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Mr.  Houston.  I  know  the  men,  I  know  that  they  are  men  of  intelU- 
gence  and  that  they  are  gentlemen.  They  would  be  the  first  to  suggest 
that  we  get  out. 

Mr.  Arnold.  I  wasn't  attempting  to  raise  the  question  of  the 
character  of  those  men  in  any  event,  but  only  to  clarify  what  seems  to 
me  to  be  a  fact,  that  conflicting  interests  do  exist. 

Mr.  Houston.  I  do  not  think  that  the  danger  of  conflict  is  very 
great. 

Mr.  Arnold.  It  may  not  be  very  great,  that  is  a  matter  of  opinion, 
but  they  do  exist,  don't  they? 

Mr.  Houston.  And  certainly  we  haven't  suffered  any  from  it. 

Mr.  Arnold.  I  wasn't  raising  that  question.  I  was  speaking  simply 
for  the  benefit  of  the  committee,  for  future  consideration,  getting  your 
opinion. 

Mr.  Houston.  Well,  I  am  trying  to  express  the  opinion  that  in  no 
case  have  we  found  any  impediment  to  the  operations  of  the  company, 
or  any  impairment  of  its  resources  or  deposits,  and  I  have  to  judge 
by  experience. 

Representative  Reece.  What  is  the  responsibility  of  the  directors 
of  the  company? 

Mr.  Houston.  They  have  complete  control  of  it. 

Representative  Reece.  The  interests  of  the  directors,  then,  should 
first  be  to  conserve  and  advance  the  interests  of  the  company — 

Mr.  Houston  (interposing).  Of  the  pohcyholders. 

Representative  Reece.  In  the  case  of  an  insurance  company,  of 
the  pohcyholders. 

Mr.  Houston.  Yes. 

Representative  Reece.  Then  the  interests  of  the  directors  of  a 
bank,  of  course,  or  the  responsibility  of  the  director  of  a  bank  is  to 
advance  the  interests  of  the  bank,  or  the  responsibhty  of  a  director 
of  an  industrial  concern  is  to  advance  the  interests  of  that  concern. 
In  case  a  man  is  a  director  of  both  the  bank  and  of  an  insurance  com- 
pany, if  the  two  companies  have  interrelationship,  there  might  be  Ho 
conflict  in  his  responsibility,  but  on  the  other  hand,  it  is  possible  that 
there  might  be  a  conflict  and  put  him  in  a  position  wheYe  he  would 
have  to  decide  which  institution  should  have  its  interests  first  advanced. 
Or  do  you  think  there  is  a  possibility  of  that  situation  arising? 

Mr.  Houston.  There  might  be,  in  which  case  I  think  the  trustee 
would  resign  from  one  or  the  other.  I  certainly  should,  if  I  were 
aware  of  a  conflict  of  consequence. 

Representative  Reece.  I  think  so,  and  I  would  assume  that  a 
director  would  not  do  so. 

Mr.  Houston.  I  do  not  know  any  member  of  our  Board  where  any 
.real  conflicts  of  interest  developed  or  persisted,  who  would  not  tender 
his  resignation  from  one  or  the  other. 

Mr.  Arnold.  Which  would  he  resign  from?  He  is  put  in  a  very 
uncomfortable  position,  isn't  he? 

Mr.  Houston.  Certainly. 

Mr.  Arnold.  And  in  general  you  would  say  directors  shouldn't 
represent  conflicting  interests,  wouldn't  you? 

Mr.  Houston.  If  real  conflicts  of  interest  exist. 

Mr.  Arnold.  Or  thev  shouldn't  put  themselves  in  situations  which 
might  in  the  future  lead  to  conflicts  of  interest. 
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Mr.  Houston.  That  might  be  the  case.  We  have  not  been  troubled 
by  any  conflict  to  date. 

Mr.  Arnold.  May  I  ask  you  questions  on  a  sUghtly  different  Une, 
and  I  wish  you  would  please  understand  that  these  are  not  questions 
directed  in  any  way  to  criticism  of  past  policy,  but  I  only  direct  them 
to  a  consideration  of  the  future  problem. 

The  fact  that  these  directors  on  your  company  are  enabled  to  have 
a  possible  preferred  treatment  gives  your  Board  an  enormous  amount 
of  power  in  building  up  one  sound  bank  as  opposed  to  another  sound 
bank,  doesn't  it? 

Mr.  Houston.  I  never  think  of  building  up  any  other  institution. 

Mr.  Arnold.  You-  hadn't  thought  of  it  but  the  power  does  exist 
there,  doesn't  it? 

Mr.  Houston-  It  may  exist;  but  it  has  never  been  exercised. 

Mr.  Arnold.'  Well,  an  $11,000,000  deposit  would  certainly  build 
up  a  bank,  wouldn't  it? 

Mr.  Houston.  Such  deposits  in  one  bank  do  not  usually  exist.  As 
a  matter  of  fact,  the  normal  cash  balance  of  out  company  wouldn't 
exceed  that  amount.  We  don't  often  have  that  amount  of  money, 
and  we  wouldn't  put  that  amount  of  money  in  a  bank  even  temporarily 
which  had  not  already  built  up  and  developed  the  strength. 

Mr.  Arnold.  I  am  assuming  that  in  a  community  you  would  con- 
sider no  unsound  banks.  I  am  only  asking  you  if  it  isn't  a  fact  that 
by  virtue  of  this  combination  of  directors  of  your  company — I  won't 
put  it  your  company,  directors  of  insurance  companies,  and  directors 
of  banks,  an  enormous  centralized  power  is  actually  built  up? 

Mr.  Houston.  Well,  of  course,  there  are  large  funds  deposited  in 
banks  in  various  parts  of  the  country,  but  not  because  we  have  trustees 
who  are  officers  of  the  banks. 

Mr.  Arnold.  Granted,  but  in  this  case  you  have  two  powerful 
bodies  getting  together,  one  the  large  bank  and  the  other  the  large 
insurance  company,  and  the  fact  that  the  directors  represent  the 
bank  does  constitute  a  getting  together  of  two  already  large  forces, 
does  it  not? 

Mr.  Houston.  That  getting  together  rather  suggests  that  members 
of  boards  seem  to  lie  awake  at  night  conspiring  to  see  what  they  can 
do.  I  have  never  heard  in  any  of  the  boards  of  which  I  have  been  a 
member,  discussion  of  anything  at  any  time  except  the  immediate 
matter  before  the  Board  on  its  merits  and  in  the  public  interest. 

Mr.  Arnold.  I  wasn't  assuming 

Mr.  Houston  (interposing).     But  it  comes  down  to  that. 

Mr.  Arnold.  I  wash't  assuming  by  my  question  that  the  power, 
or  that  there  was  any  evidence  in  this  record  that  the  power,  had 
been  used  improperly.  I  was  only  asking  you  whether  that  power 
did  not  exist,  and  whether  that  combination  had  not  occurred,  when 
the  bank  and  the  insurance  company  joined  forces  by  virtue  of  this 
directorship, 

Mr.  Houston.  Well,  where  we  have  bank  officers  on  our  board,  or 
have  our  trustees  on  bank  boards,  there  is  no  use  made  of  that  for 
any  untoward  purpose  and  it  is  not  intended  that  there  should  be. 
May  I  suggest  that  we  would  be  delighted  tomorrow  if  we  could  find 
suitable  investments  to  reduce  all  these  balances  by  at  least  60  per- 
cent, and  we  would  do  it  without  any 

Mr.  Arnold  (interposing).  You  keep  giving  to  my  questions  an 
implication  which  I  don't  want  made,   and  that  is,   that   there  is 
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something  in  this  record,  or  something  in  my  mind,  suggesting  that 
you  have  done  something  wrong. 

Mr.  Houston.  No;  not  that  you  have  suggested  anything. 
Mr.  Arnold.  I  would  only  again  hke  to  get  your  answer  to  the 
question.     Isn't  this  combination  the  creator  of  a  great  reservoir  of 
financial  power  in  a  very  few  people? 

Mr.  Houston.  Well,  the  reservoir  does  not  arise  because  of  the 
fact  that  bank  officers  are  on  our  board  or  that  our  trustees  are  on 
bank  boards.     It  would  happen  in  any  event. 

Mr.  Arnold.  The  fact  that  the  director  representing  a  bank  and 
having  control  of  the  bank  joins  with  a  company  which  has  a  control 
of  a  large  amount  of  funds  does  mean  the  joining  together  of  two 
powerful  interests,  does  it  not? 

Mr.  Houston.  In  appearance,  yes;  but  that  they  try  to  use  their 
position  for  the  purpose  of  control,  I  am  not  aware. 

Mr.  Arnold.  They  try  to  use  it  properly;  I  wasn't  raising  that 
point. 

Mr.  Gesell.  I  have  no  further  questions. 

The  Vice  Chairman.  Mr.  Houston,  has  there  been  developed  the 
point  as  to  whether  or  not  there  is  any  reciprocal  advantage  in  this 
arrangement  with  reference  to  trustees?  Do  the  insurance  companies 
derive  any  benefit  from  strong  associations,  such  as  have  been  indi- 
cated? 

Mr.  Houston.  Judge,  it  is  a  very  difficult  matter  always  to  find 
the  right  sort  of  a  man  to  go  on  a  board.  Our  sole  aim  is  to  find  a 
man  of  high  character,  ability,  experience,  and  knowledge  who  can 
be  of  the  utmost  service  to  the  policyholders.  We  do  not  think  of 
his  connection  with  another  institution  except  as  it  has  a  bearing  on 
his  experience.  We  try  to  get  men  who  can  be  of  the  most  service 
to  the  policyholders  by  reason  of  their  experience,  and  I  think  we  have 
men  on  the  board  who  are  invaluable  for  that  reason,  and  whose 
services  the  ordinary  poUcyholder  couldn't  buy,  which  we  get  for 
little  or  nothing.     That  is  the  sole  object  that  we  have  in  mind 

The  Vice  Chairman.  If  there  are  no  further 'questions 

Mr.  Patterson  (interposing).  I  have  a  question,  Mr.  Chairman. 
Suppose  a  bank  were  about  to  fail,  Mr.  Houston,  and  the  president 
of  that  bank  was  trustee-  of  your  institution,  would  that  trustee  be 
likely  to  inform  you  of  the  possible  failure  of  his  bank? 

Mr.  Houston.  I  hope  he  would,  but  if  he  did  not,  we  would  probably 
have  wind  of  it,  and  if  the  conditions  permitted,  we  would  get  out. 

Mr.  Gesell.  That  would  be  a  situation,  would  it  not,  Mr.  Houston, 
where  your  director  would  find  himself  placed  squarely  in  this  conflict 
before  he  could  have  anticipated  it,  and  his  chance  of  resigning  would 
not  cure  the  situation  by  reason  of  the  double  responsibilities  which 
he  had. 

Mr.  Houston.  No. 
Mr.  Gesell.  No  further  questions. 
(The  witness,  Mr.  Houston,  was  excused.) 
Mr.  Gesell.  Mr.  HHles  is  the  next  witness. 

The  Vice  Chairman.  Do  you  solemnly  swear  the  testimony  you 
are  about  to  give  will  be  the  truth,  the  whole  truth,  and  nothing  but 
the  truth,  so  help  you  God? 
Mr.  HiLLES.  I  do. 

124491— 39— pt.  4 21 
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TESTIMONY  OF  CHARLES  D.  HILLES,  DIRECTOR,  NEW  YORK 
LIFE  INSURANCE  CO.,  RESIDENT  MANAGER  FOR  THE  STATE 
OF  NEW  YORK  OF  THE  EMPLOYERS'  LIABILITY  ASSURANCE 
CORPORATION,  NEW  YORK,  N.  Y. 

TRANSACTIONS  OF  CHARLES  D.  HILLES,  DIRECTOR,  NEW  YORK  LIFE 

Mr.  Gesell,  What  is  your  full  name? 

Mr.  HiLLEs.  Charles  D.  Hilles. 

Mr.  Gesell.  Are  you  connected  with  the  New  York  Life  Insurance 
Co.  as  a  director? 

Mr.  Hilles.  I  am. 

Mr.  Gesell.  How  long  have  you  been  a  director? 

Mr.  Hilles.  Since  1922,  the  sprmg  of  1922. 

Mr.  Gesell.  Are  you  also  connected  with  the  Employers'  Lda- 
bility  Assurance  Corporation? 

Mr.  Hilles.  I  am. 

Mr.  Gesell.  In  what  capacity? 

Mr.  Hilles.  Kesident  manager  for  the  State  of  New  York. 

Mr.  Gesell.  What  type  of  insurance  does  Employers'  Liability 
write? 

Mr.  Hilles.  Liability  insurance,  commonly  called  casualty  in- 
surance. 

Mr.  Gesell.  All  forms  of  casualty  insurance? 

Mr.  Hilles.  Yes,  sir. 

Mr.  Gesell.  Has  Employers  Liability  Assurance  Corporation 
written  insurance  for  the  New  York  Life? 

Mr.  Hilles.  Yes,  sir. 

Mr.  Gesell.  Since  you  have  been  a  director? 

Mr.  Hilles.  Yes,  sir.  . 

Mr.  Gesell.  Did  they  also  do  business  with^the  company  prior  to 
that  time? 

Mr.  Hilles.  I  think  for  40  years  they  have  done  business,  sir. 

Mr.  Gesell.  The  business  has  increased  materially  since  you  have 
been  a  director,  has  it  not? 

Mr.  Hilles.  The  business  has  increased  smce  I  have  been  a  director ; 
yes,  sir. 

Mr.  Gesell.  Will  you  give  us  some  idea  of  the  amount  of  business 
done  between  the  Employers  and  the  New  York  Life  Insurance  Co. 
in  recent  years,  the  types  of  insurance,  and  the  amount  of  premiums 
your  company  has  received  from  the  New  York  Life? 

Mr.  Hilles.  Well,  we  have  workmen's  compensation  insurance;  we 
cover  them  throughout  the  country  in  the  buildings  in  which  they  are 
interested;  we  have  general  habUity  insurance,  elevator  insurance, 
steam-boiler  insurance,  and  to  some  extent,  fidelity  insurance. 

Mr.  Gesell.  Any  other  forms  of  insurance? 

Mr.  Hilles.  I  think  I  have  covered  those  that  are  important,  sir. 
Workmen's  compensation,  general  liability,  wliich  includes  public 
liabiUty,  elevator,  steam  boiler,  and  the  bonds. 

Mr.  Gesell.  Is  that  business  written  simply  on  the  property  of  the 
New  York  Life  Insurance  Co.  in  the  State  of  New  York,  or  is  it 
written  on  the  properties  of  the  company  throughout  the  country? 

Mr.  Hilles.  It  is  a  policy  that  is  written  to  cover  the  New  York 
Life  Insurance  Co.  wherever  it  may  have  buildings  in  the  United 
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States.  Perhaps  if  you  would  give  me  a  word,  I  could  explain  this — 
thai  there' is  what  is  called  a  mastrr  policy  issued  for  a  term  of  years 
covering  specific  locations,  and  as  additional  locations  are  acquired  by 
the  company  they  are  endorsed  on  the  policy,  and  as  locations  dis- 
appear in  owTiership  or  control  they  are  subtracted  from  the  policy 
by  endorsement. 

Mr.  Gesell.  Well,  have  you  any  idea  as  to  the  number  of  prop- 
erties of  the  New  York  Life  which  are  covered  by  your  company  in 
one  form  of  insurance  or  the  other? 

Mr.  HiLLES.  Well,  as  to  properties,  the  nuijaber  is  4,922  buildings, 
including  the  home-office  buildings. 

Mr.  Gesell.  The  New  York  Life  Insurance  Co.  has  an  interest 
in  that  many  buildings? 

Mr.  Hilles.  Yes,  sir. 

Mr.  Gesell.  And  you  cover  the  insurance  on  them? 

Mr.  Hilles.  We  do ;  yes,  sir. 

Mr.  Gesell.  "Wliat  has  been  the  average  premium  which  your  com- 
pany has  received  from  the  New  York  Life  in  recent  years? 

Mr.  Hilles.  During  the  last  12  years  the  average  premium  paid  to 
our  company  by  the  New  York  Life  is  $99,891.40. 

Mr.  Gesell.  Now  can  you  tell  us  what  the  premiums  received  were 
in  1927? 

Mr.  Hilles.  The  premiums  in  1927  were  $62,490.  77. 

Mr.  Gesell.  And  what  were  the  premiums  in  1938? 

Mr.  Hilles.  1938,  the  premiums  were  $182,658.43. 

Mr.  Gesell.  Some  of  those  1938  premiums  are  premiums  against 
long-term  insurance  where  you  have  written  the  risk  for  several  years 
beyond  1938? 

Mr.  Hilles.  Three-year  insurance. 

Mr.  Gesell.  Since  you  have  been  a  director  of  the  New  York  Life 
have  you  actively  solicited  business  from  that  company  for  y-aitr 
companj^? 

Mr.  Hilles.  I  do  not  think  that  I  have,  sir.  As  I  have  said,  the 
New  York  Life  was  a  client  of  our  office  long  before  I  became  con- 
nected with  it,  and  we  have  had  their  business  in  this  Ime  of  insurance. 
I  cannot  at  the  moment  recall  having  solicited  business.  You  have 
the  record. 

Mr.  Gesell.  You  were  a  director  in  May  of  1933,  were  you  not? 

Mr.  Hilles.  Yes,  sir. 

Mr.  Gesell.  Do  you  recall  having  written  this  letter  to  Mr.  Alfred 
L.  Aikin,  then  vice  president  of  the  New  York  Life?  [Reading  from 
"Exhibit  No.  279"]: 

I  have  tried  two  or  three  times  to  connect  with  you  by  telephone,  but  always 
when  you  were  in  executive  committee  meetings. 

Then  you'mention  some  matter  that  is  of  no  importance  here,  and 
say: 

Now,  however,  another  matter  arises  due  largely  to  the  connection  of  the 
McCall  family  with  the  National  Surety  Co.,  the  surety  and  fidelity  items  of 
the  miscellaneous  lines  of  insurance  of  the  New  York  Life  were  turned  over  to  the 
National.  I  assume  that  the  business  of  that  company  will  be  liquidated.  In 
that  case  I  hope  it  will  be  agreeable  to  you  to  have  your  fidelity  and  surety  placed 
with  us.  As  to  our  financial  position,  I  may  say  that  we  were  the  one  company 
in  a  total  of  103  in  business  in  the  country  which  made  a  gain  in  1932  in  volume 
in  underwriting  profit  and  in  assets. 

Mr.  Hilles.  I  wrote  the  letter;  sir. 
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Mr.  Gesell.  As  a  result  of  that  letter  did  you  receive  the  lines  of 
insurance  which  you  requested,  the  fidelity  and  surety  lines  of 
insurance? 

Mr.  HiLLES.  I  think  not;  I  think  we  received  only  a  small  amount; 
nothing  in — that  was  written  in  '33;  nothing  in  '33  and  nothing  in 
'34;  $50  premium  in  '35. 

Mr.  Gesell.  Well,  now  on  May  10  did  not  Mr.  Aikin  write  you 
[reading  from  "Exhibit  No.  280"]: 

I  find  that  later  in  the  month  we  have  maturing  a  liability  policy  covering  the 
Bridgeway  Hotel  in  Springfield,  Mass.  This  is  now  in  the  National  Surety  Co., 
and  I  shall  have  the  new  insurance  written  with  the  Employers,  and  from  time 
to  time  as  policies  expire  we  £hall  be  glad  to  place  additional  business  through 
your  office. 

At  your  convenience,  will  you  be  good  enough  to  send  me  the  last  annual  state- 
ment of  your  company  that  we  may  have  it  in  our  files? 

That  letter  indicates  to  me  that  as  insurance  expired  with  the 
National  Surety  Co.  it  was  placed  with  your  company.  Is  that 
the  fact? 

Mr.  HiLLES.  It  was  only  I  think  as  to  that  hotel,  and  that  was  as 
specified,  liability  insurance. 

Mr.  Gesell.  He  says  that  from  time  to  time  as  policies  expire  we 
shall  be  glad  to  place  additional  business  through  your  office. 

Mr.  HiLLES.  But  may  I  call  your  attention  to  the  fact  that  he  said 
the  policy  that  was  expiring  on  that  hotel  in  Springfield  was  a  liability 
policy?     Your  question  was  as  to  bonding,  as  I  understood  it. 

Mr.  Gesell.  Will  you  tell  me,  Mr.  Hilles,  whether  as  part  of  your 
business  from  day  to  day  it  is  necessary  for  you  to  talk  to  various 
officers  and  employees  of  the  New  York  Life  Insurance  Co.  about 
business  matters? 

Mr.  Hilles.  Yes,  sir;  I  am  there  2  days  every  week  at  meetings 
and  I  do  meet  officers,  of  course,  and  employees. 

Mr.  Gesell.  Well,  now,  I  am  talking  about  your  communication 
with  them  as  the  resident  agents  of  Employers  Liability  and  not  such 
a  contact  as  is  necessary  by  reason  of  your  directorship. 

Mr.  Hilles.  I  think  my  contact  is  chiefly  with  the  president  and 
chairman  of  the  board  in  any  matters  of  that  sort.  I  do  not  recall 
having  talked  more  than  two  or  three  times  in  several  years  to  other 
officeris,  but  perhaps  that  is  an  exaggeration.  I  no  doubt  have  talked 
to  them. 

Mr.  Gesell.  It  is  necessary  then  for  you  as  a  businessman  in  the 
conduct  of  your  business  to  be  in  a  direct  business  relationship  with 
the  officers  or  employees  of  the  company  where  you  are  a  director? 

Mr.  Hilles.  Yes,  sir. 

Mr.  Gesell.  Now  I  would  like  to  call  attention  to  one  further 
letter,  Mr.  Hilles,  written  by  yourself  on  August  2,  1938,  on  the 
stationery  of  Employers  Liability  Assurance  Corporation  to  Mr. 
Van  Anden  of  the  N^ew  York  Life  Insurance  Co.^  You  refer  to 
steam  boiler  insurance  and  say  you  think  it  would  be  advisable  to 
have  periodic  inspections  made  and  believe  that  the  best  part  of 
the  steam  boiler  insurance  is  that  it  results  in  inspection,  that  a  stitch 
in  time  may  be  taken,  and  again  offer  the  services  of  your  company. 
Do  you  consider  these  last  letters  that  we  have  discussed  a  solicitation 
of  business?  And  is  it  not  a  fact  that  it  is  necessary  for  you,  no 
matter  how  you  word  your  request,  to  as  a  businessman  solicit  busi- 
ness from  the  New  York  Life  Insurance  Co.? 


«  See  "Exhibit  No.  281",  appendix,  p.  1579. 
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Mr.  HiLLES.  Well,  we  have  had  steam-boiler  insurance  with  the 
New  York  Life  as  a  part  of  the  casualty  business  and  that  steam  boiler 
letter  I  believe  was  made  necessary  or  thought  to  be  necessary  by 
the  fact  that  the  inspectors  of  our  company  who  inspect  each  of  these 
properties  throughout  the  country  reported  that  there  were  more 
boilers  in  the  buildings  owned  by  the  New  York  Life  than  were  on  the 
boiler  schedule,  so  that  it  seemed  that  they  had  not  made  an  inspec- 
tion or  had  not  reported  to  us  for  inspection  all  of  the  boilers  that 
they  owned ;  perhaps  they  were  overlooked  v.ith  new  buildings  com- 
ing into  their  possession,  and  it  was  done  for  the  purpose  really  of 
making  sure  that  the}^,  depending  upon  us  for  insurance  on  their 
steam  boilers,  were  not  overlooking  some  of  tJiose  that  should  have 
been  on  the  schedule. 

Mr.  Gesell.  It  resulted  in  an  additional  Ime  of  insurance  for  your 
company,  did  it  not? 

Mr.  HiLLES.  "\^'ell,  as  it  turned  out  upon  the  check,  it  resulted  in 
$125  of  additional  insurance  and  the  expansion  there,  sir,  is  this, 
that  wiiile  it  is  true  there  were  steam  boilers  that  were  in  buildings 
owned  by  the  New  York  Life  that  had  come  into  their  possession 
rather  relatively  recently,  and  were  not  on  the  schedule,  that  the 
explanation  was  made  by  Mr.  Van  Anden  in  a  letter  which  you  may 
have,  or  which  certainly  was  at  your  disposal,  that  the  practice  of 
the  real  estate  department  was  to  insure  only  high  pressure  boilers 
and  not  to  insure  low  pressure  boilers,  so  that  whereas  the  inspectors 
found  more  boilers  than  were  on  the  list,  only  one  high  pressure  boiler 
had  been  overlooked.     That  resulted  in  an  addition  of  $125. 

Mr.  Gesell.  Now  does  your  company  write  fire  insurance? 

Mr.  HiLLES.  "We  have  a  fire  insurance  company,  but  the  Employ- 
ers Liability  does  not.     I  represent  it  also. 

Mr.  Gesell.  It  is  called  the  Employers  Fire  Insurance  Co.? 

Mr.  HiLLES.  It  is;  yes,  sir. 

Mr.  Gesell.  Have  you  ever  solicited  business  from  the  New  York 
Life  Insurance  Co.  on  behalf  of  that  company? 

Mr.  HiLLES.  I  talked  with  them  about  fire  insurance  on  two  occa- 
sions at  the  request  of  the  president  of  the  Employers  Fire,  but  I  cer- 
tainly did  not  solicit  business  in  the  ordinary  sense.  I  do  not  write 
fire  insurance.  We  represent  the  Employers  Fire  only  as  to  fire  insur- 
.ance  on  automobiles. 

Mr.  Gesell.  You  have  an  interest  in  that  company,  do  you  not? 

Mr.  HiLLES.  We  do  have  an  interest  in  it,  but  I  am  not  a  fire-in- 
surance man  and  I  do  not  represent  them  as  to  fire  insurance  on  build- 
ings in  New  York  City.     Mr.  McFalls  does. 

Mr.  Gesell.  I  want  to  call  to  your  attention  a  memorandum  on 
the  stationery  of  the  Employers  Fire  Insurance  Co.  entitled,  "Inter- 
Office  Correspondence,  Personal,"  to  yourself,  from  Mr.  Edward  Stone. 
I  believe  he  is  president,  is  he  not? 

Mr.  HiLLES.  He  is. 

Mr.  Gesell  (reading  from  "Exhibit  No.  282"): 

In  the  past  you  have  on  a  number  of  occasions  attempted  to  prevail  upon  the 
New  York  Life  Insurance  Co.  to  use  the  facihties  of  our  fire  company.  They 
have,  I  beheve,  taken  the  position  they  cannot  influence  their  property  managers 
who  in  many  instances  arc  insurance  agents  to  place  with  any  one  particular  com- 
pany the  fire  insurance  on  buildings  in  which  they  are  interested  as  mortgaj!,ep. 

While  I  quite  appreciate  their  position,  I  have  recently  loarned  from  Mr. 
Burton  .J.  Perry,  president  of  the  Massachusetts  Mutual  Life  Insurance  Co.  of 
Springfield,  Mass.,  that  they  and  many  other  life  companies  have  decided  to  use 
but  one  fire  company  to  give  thern  the  necessary  coverage. 
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And  he  goes  on  to  discuss  this  and  says: 

Possibly  the  New  York  Life  Insurance  Co.  has  considered  a  similar  plan.  At 
any  rate,  I  am  wondering  if  you  would  be  so  good  as  to  find  out  v.hat  they  do,  and 
more  particularly  whether  or  not  you  could  in  some  fashion  or  other  influence 
them  to  use  the  Employers  Fire  Insurance  Co.  as  the  company  to  handle  their  fire 
insurance  on  those  properties  they  own.  Such  an  arrangement  obviously  would 
help  the  fire  company  a  great  dea] 

Yours  for  profitable  premiums. 

Mr.  Gesell,  That  memorandum  would  indicate  that  on  several 
occasions  you  have  attempted  to  obtain  business  for  the  Employers 
Fire  Insurance  Co.  from  the  New  York  Life  Insurance  Co. 

Mr.  HiLLEs.  I  don't  think  it  was  intended  to  do  that.  At  any  rate, 
it  didn't  at  the  moment  make  that  impression  on  me.  He  had  from 
time  to  time  spoken  to  me  about  the  desire  of  the  fire  company  to 
have  some  of  the  fire  insurance  and  on  each  occasion,  after  talking 
with  them  up  at  the  New  York  Life,  I  made  the  explanation  to  him 
that  they  up  in  the  New  York  Life  did  not  select  the  companies  in 
the  field.  ^ 

Each  time  I  made  that,  and  I  think  perhaps  you  will  find  in  the 
correspondence  that  I  have  written  him  to  that  effect. 

Air.  Gesell.  You  wrote  him  subsequently  on  September  14,  1938, 
stating  that  you  had  an  opportunity  to  talk  to  the  appropriate  offi- 
cials of  the  company  and  that  they  had  made  no  changes  in  their 
pohcy.^ 

Mr.  HiLLES.  Yes,  sir.  Didn't  I  say,  sir,  that  they  had  a  policy 
with  respect  to  the  placing  of  fire  insurance  and  they  would  not  follow 
the  lead  of  another  fire  insurance  company  in  placing  all  their  eggs  in 
one  basket? 

Mr.  Gesell.  That  is  right,  they  had  not  changed  their  policy  in 
any  way.     I  will  offer  that  in  evidence. 

Mr.  HiLLES.  Thank  you. 

Mr.  Gesell.  Now  just  one  further  matter,  Mr.  Hilles.  You  have 
said  that  the  premiums  received  by  your  company  from  the  New 
York  Life  have  averaged  since  1927  close  to  $100,000  a  year. 

Mr.  Hilles.  Yes,  sir. 

Mr.  Gesell.  Am  I  correct  in  sajdng  that  your  compensation  on 
behalf  of  the  Employer's  Liability  Assurance  Co.  is  a  flat  salary  which 
continues  year  in  and  year  out  regardless  of  the  business  and  a  per- 
centage of  the  premiums  brought  in? 

Mr.  Hilles.  Yes,  sir;  you  are  correct  except  in  saying  that  it  con- 
tinues regardless  of  the  business.  If  the  business  were  to  disappear 
I  fear  the  salary  would  also  disappear. 

Mr.  Gesell.  I  meant  the  business  of  the  New  York  Life,  sir.  What 
percentage  of  the  prem.iums  do  you  receive? 

Mr.  Hilles.  You  don't  mean  of  the  New  York  Life;  you  mean  of 
the  Employer's  Liability. 

Mr.  Gesell.  Yes.  What  percentage  of  the  premiums  that  are 
received  from  the  New  York  Life  Insurance  Co.  do  you  receive  as 
your  compensation? 

Mr.  Hilles.  I  don't  receive  compensation  based  on  the  volume  of 
business,  but  I  do  receive  a  profit  sharing  on  the  profits  of  the  agency. 

Mr.  Gesell.  Those  will  be  profits  resulting  from  the  New  York 
Life  business  and  other  business? 

Mr.  Hilles.  From  all  of  the  business  written  in  the  agency;  yes,  sir. 

See  "Exhibit  No.  283",  appendix,  p.  1580. 
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Mr.  Gesell.  What  percentage  is  that? 

Mr.  HiLLES.  Ten  percent  of  the  profits  of  the  agency,  the  net  profits. 

Mr.  Gesell.  The  premiums  from  the  New  York  Life  paid  to  your 
company  have  helped  to  accumulate  those  profits,  have  they  not? 

Mr.  HiLLES.  Well,  I  think  the  New  York  Life  has  had  a  satisfac- 
tory experience  as  otherwise  we  wouldn't  have  continued  indefinitely 
on  the  risk. 

Mr.  Gesell.  There  is  one  other  poirt  I  want  to  bring  out.  As  far 
as  the  rates  are  concerned,  your  company  charges  the  New  York  Life 
Insurance  Co.  the  same  rates  as  any  other  company  would  be  obliged 
to  charge  because  of  the  rating  system  that  exists,  is  that  correct? 

Mr.  HiLLES.  The  rating  system  is  one  under  which,  as  to  workmen's 
compensation,  there  is  a  national  council  on  compensation  insur- 
ance, and  that  council  has  a  manual  committee,  which  committee 
prepares  the  basic  manual  for  all  compensation  rates  in  the  United 
States.  Each  State  has  a  variant  from  that  basic  rate,  but  the  basic 
rate  is  made  by  the  manual  committee,  consisting  of  four  stock  com- 
panies and  four  mutual  companies,  and  those  rates  are  filed  with  the 
insurance  department  of  each  of  the  States. 

Then,  in  addition  to  that,  there  is  a  compensation  insurance  rating 
division  which  also  files  its  findings  with  the  insurance  department, 
and  they  are  subject  to  the  approval  of  the  department. 

Mr.  Gesell.  All  I  was  trying  to  get  at  is  that  j^our  company 
charges  the  same  uniform  rates  that  are  set  up  tlirough  this  system. 

Mr.  HiLLES.  We  do  charge  the  same  rate. 

Mr.  Gesell.  Any  other  company  doing  the  business  of  the  New" 
York  Life  Insurance  Co.  would  be  obhged  to  charge  the  same  rate  as 
you  do? 

Mr.  HiLLES.  Well,  any  company  that  files  its  rates  with  the  in- 
surance department  of  the  State  of  New  York  and  has  those  rates 
approved. by  the  department  as  to  adequacy  must  charge  those  rates. 

Mr.  Gesell.  I  have  no  further  questions. 

The  Vice  Chairman.  If  tjiere  are  no  further  questions,  you  are 
excused. 

Mr.  Gesell.  I  wish  to  offer  for  the  record  at  this  time  the  various 
letters  which  I  have  referred  to  in  the  examination  of  Mr.  Hilles. 

The  Vice  Chairman.  They  may  be  admitted. 

(The  letters  referred  to  were  marked  "Exhibits  Nos.  279  to  283" 
and  are  included  in  the  appendix  on  pp.  1578-1580.) 

Mr.  Hilles.  May  I  make  this  statement? 

The  Vice  Chairman.  Yes,  sir;  you  may  make  whatever  statement 
you  want. 

Mr.  Hilles.  The  premiums  of  the  New  York  Life  since  1927  have 
increased  by  reason  of  the  large  number  of  buildings  that  the  company 
has  taken  over,  either  as  mortgjigee  in  possession  or  because  of  fore- 
closure. That  is  the  reas6n  for  the  increasing  business.  Further  I 
would  say  that  the  business  of  the  agency  is  approximately  $7,000,000 
a  year,  or  has  been  durmg  those  12  years,  so  the  New  York  Life  sup- 
plies about  one  and  one-third  percent. 

Mr.  Gesell.  I  wish  to  now  read  for  the  record  two  memorandums 
from  the  files  of  the  New  York  Life  Insurance  Co.,  one  a  memo- 
randum  

The  Vice  CYIairman  (interposing).  Do  they  have  to  do  with  the 
testimony? 
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Mr.  Gesell.  Yes,  they  do. 

The  Vice  Chairman.  The  witness  had  better  remain. 

Mr.  Gesell.  One  a  merrioradum  by  Mr.  W.  T.  Hadley  to  Vice 
President  Aiken,  dated  November  9,  1933  [reading  from  "Exhibit  No. 
284"]: 

Please  refer  to  the  attached  extract  from  minutes  of  the  executive  committee 
meeting  of  November  30,  1932,  with  reference  to  the  bonding  of  residential  loan 
correspondents  in  cases  of  individuals,  partnerships,  or  small  corporations. 

Up  to  August  31  of  this  year,  the  coverage  referred  to  was  placed  with  the 
National  Surety  Co.  (later  the  National  Surety  Corporation).  However,  we  were 
directed,  after  a  conference  of  some  of  our  executives,  to  place  the  coverage  with 
the  Employers'  Liability  Assurance  Corporation  from  August  31,  1933.  The 
Employers'  Liability  Corporation  has  furnished  us  v/ith  the  same  type  of  bond 
as  we  formerly  had,  and  the  premium — $5  per  $1,000 — for  the  bond  is  the  same 
as  it  was  in  the  case  of  the  National  Surety  Co; 

That  is  the  portion  of  the  memorandum  that  I  want  quoted  for  the 
record. 

The  other  is  from  the  superintendent  of  real  estate  to  Mr.  Claude 
W.  Shimmon,  dated  February  6,  1936,  relating  to  the  property  at 
Fourth  Street,  comer  of  Ludlow,  Dayton,  Oliio  [reading  from"Exhibit 
No.  285"]: 

We  acknowledge  receipt  of  yours  of  February  3  and  the  letter  addressed  to  you 
by  Sidney  Eisenberger,  receiver  in  the  foreclosure  action  of  the  above  property, 
and  have  noted  what  he  has  to  say  with  regard  to  the  several  companies  whose 
premiums  he  quotes. 

We  find  that  the  Buckeye  Union  Casualty  Co.  and  the  Shelby  Mutual  Co.  are 
rather  small  concerns,  and  that  the  Employers'  Liability  and  General  Accident 
Cos.  are  the  larger  companies  with  whom  we  ordinarily  would  be  willing  to  do 
business. 

Our  recommendation  is  that  the  Employers'  Liability  Assurance  Corporation 
be  used  for  two  reasons.  First  of  all,  the  fact  that  our  own  blanket  liability 
policy  is  carried  in  that  company,  and  second,  it  is  the  writer's  understanding 
that  the  General  Accident  Insurance  Co.  takes  a  very  independent  attitude  in  the 
handling  of  their  business  in  New  York.  We  have  had  very  little  insurance  with 
them  ourselves  and  cannot  say  just  how  they  would  react  to  any  business  we 
might  be  connected  with. 

The  writer  knows  that  several  of  our  officers  would  prefer  that  the  Employers' 
Liability  Assurance  Corporation  be  used  for  this  coverage  if  possible. 

I  wish  to  offer  those  for  the  record. 

The  Vice  Chairman.  They  may  be  admitted. 

(The  memoranda  referred  to  M-ere  marked  "Exhibits  Nos.  284  and 
285"  and  are  included  in  the  appendix  on  p.  1581.) 

The  Vice  Chairman.  Is  there  any  further  testimony? 

Mr.  Gesell.  None. 

The  Vice  Chairman.  Any  further  statement  that  you  would  like 
to  mako? 

Mr.  IIiLLEs.  None. 

(The  witness,  Mr.  Ililics,  was  excused.) 

The  Vice  Chairman.  We  are  assured  by  counsel  putting  this  tes- 
timony on  that  it  is  exi)cctcd  tomorrow  to  conclude  the  testimony 
with  reference  to  these  insurance  investigations. 

Mr. .Gesell.  Tliis  phase  of  it. 

The  Vice  Chairman.  Tliis  phase  of  it,  whatever  that  phase  is. 

"\Te  will  begin  at  10  o'clock,  in  order  to  get  through,  and  we  will 
stay  as  long  as  necessary  to  get  tlirougli,  and  fuiish  it  up  tomorrow. 

Wo  stand  in  adjournment  until  10  o'clock  tomorrow. 

(WluTcuDon,  at  11:55  a.  m.,  a  recess  wiis  taken  until  Friday,  Feb- 
i^>ai  V  17,  1939,  at  10  o'clock.) 


INVESTIGATION  OF  CONCENTRATION  OF  ECONOMIC  POWER 


FRIDAY,  FEBRUARY   17,   1939 

United  States  Senate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C, 

The  committee  met  at  10  a.  m.,  pursuant  to  adjournment  on  Thurs- 
day, February  16,  1939,  in  the  Caucus  Room,  Senate  Office  Building, 
Senator  WilHam  H.  King  presiding. 

Present:  Senator  King  (acting  chairman),  Representatives  Sumners 
and  Reece;  Messrs.  O'Connell,  Ferguson,  and  Frank. 

Present  also:  Mr.  Gerhard  Gesell,  Special  Counsel,  Securities  and 
Exchange  Commission. 

Acting  Chairman  King.  The  committee  will  be  in  order. 

Mr.  Gesell.  The  first  witness  this  morning  will  be  Mr.  Chubb. 

Acting  Chairman  King.  Do  you  solemnly  swear  the  evidence  you 
shall  give  in  this  hearing  shall  be  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  so  help  you  God? 

Mr.  Chubb.  I  do. 

TESTIMONY  OF  HENDON  CHUBB,  DIRECTOR,  PRUDENTIAL  LIFE 
INSURANCE  CO.   OF  AMERICA,  WEST  ORANGE,  N.  J. 

transactions    of    HENDON     CHUBB,    DIRECTOR,    PRUDENTIAL 

insurance  company 

Acting  Chairman  King.  State  your  name  and  residence. 

Mr.  Chutbb.  Heiidon  Chubb;  residence.  West  Orange,  N.  J. 

Mr.  Gesell.  Mr.  Chubb,  you  are  a  director  of  the  Prudential  Life 
Insurance  Co. ;  are  you  not? 

Mr.  Chubb.  Yes,  sir. 

Mr.  Gesell.  How  long  have  you  been  a  director? 

Mr.  Chubb.  Since  1923,  15  years. 

Mr.  Gesell.  In  what  business  are  you  engaged,  Mr.  Chubb? 

Mr.  Chubb.  The  insurance  business,  largely  marine. 

Mr.  Gesell.  Largely  marine? 

Mr.  Chubb.  Largely  marine. 

Mr.  Gesell.  You  are  also  interested  in  the  casualty  and  fire  in- 
surance business;  are  you  not? 

Mr.  Chubb.  Largely. 

Acting  Chairman  King.  You  mean  the  company,  not  him  indi- 
vidually. 

Mr.  Gesell.  Mr.  Chubb  individually. 

The  Prudential  Insurance  Co.  is  a  life  hisurance  company;  is  it 
not? 
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Mr.  Chubb.  Yes. 

Mr.  Gesell.  You  are  a  partner  of  Chubb  &  Son? 

Mr.  Chubb.  Yes,  sir. 

Mr.  Gesell.  Is  Chubb  &  Son  an  insurance  broker  or  an  insurance 
manager,  or  just  what  business  are  they  in? 

Mr.  Chubb.  They  are  managers  for  insurance  companies.  They 
are  not  brokers. 

Mr.  Gesell.  Among  the  companies  thej'  manage  are  the  United 
States  Guarantee  and  the  Federal  Insurance  Co.? 

Mr.  Chubb.  The  United  States  Guarantee  Co. — they  represent 
them  for  certain  depnrtments  only. 

Mr.  Gesell.  For  their  casualty  department? 

Mr.  Chubb.  For  their  casualty  department. 

Mr.  Gesell.  And  they  represent  the  Federal  Insurance  Co.  for  all 
of  its ■ 

Mr.  Chubb  (interposing).  Everything  it  does. 

Mr.  Gesell.  Including  the  fire  business? 

Mr.  Chubb.  Including  the  fire  business. 

Mr.  Gesell.  Are  you  yourself  connected  with  the  United  States 
Guarantee  Co.? 

Mr.  Chubb.  I  am  chairman  of  the  executive  committee. 

Mr.  Gesell.  You  are  also  a  director  of  that  company? 

Mr.  Chubb.  Yes,  of  course. 

Mr.  Gesell.  Mr.  Delafield 

Mr.  Chubb  (interposing).  Mr.  DufReld? 

Mr.  Gesell.  Mr:  Dufiield,  who  was  formerly  president  of  the 
Prudential,  was  also  a  director  of  the  United  States  Guarantee'  Co., 
was  he  not? 

Mr.  Chubb.  Yes,  sir. 

Mr.  Gesell.  He  died  in  September,  of  1938,  was  it? 

Mr.  Chubb.  I  think  it  was  September. 

Mr.  Gesell.  In  the  fall  of  1938? 

Mr.  Chubb.  In  the  fall  of  1938.     I  think  it  was  September. 

Mr.  Gesell.  Are  you  also  connected  w4th  the  Federal  Insurance 
Co.? 

Mr.  Chubb.  Yes,  sir;  I  am  president. 

Mr.  Gesell.  Are  you  also  a  director  of  that  company? 

Mr.  Chubb.  Yes,  sir. 

Mr.  Gesell.  Mr.  Stedman,  who  is  a  vice  president  of  the  Pru- 
dential, is  also  a  director  of  the  Federal,  is  he  not? 

Mr.  Chubb.  Yes,  sir. 

Mr.  Gesell.  And  Mr,  Albert  C.  Wall,  general  counsel  and  director 
of  the  Prudential,  is  also  a  director  of  the  Federal? 

Mr.  Chubb.  He  is  a  director  of  the  Federal.  I  didn't  think  he 
was  now  general  counsel  for  the  Prudential.  You  probably  know 
that  better  than  I.     He  is  a  director,  anyhow. 

Mr.  Gesell.  He  is  a  director  on  both  the  Federal  and  Prudential? 

Mr.  Chubb.  Yes;  there  is  no  question  about  that. 

Mr.  Gesell.  Do  you  have  any  connection  with  the  Amicrican 
Insurance  Co.? 

Mr.  Chubb.  None  whatever. 

Mr.  Gesell.  Are  you  familiar  with  its  business  and  the  nature  of 
its  business  in  a  general  way? 

Mr.  Chubb.  In  a  very  general  way. 

Mr.  Gesell.  It  is  a  fire  company,  is  it? 
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Mr.  Chubb.  Principally. 

Mr.  Gesell.  Do  you  know  that  Mr.  Barnard,  a  director  of  the 
Prudential,  is  a  director  of  that  company? 

Mr.  Chubb.  I  didn't  know  it. 

Mr.  Gesell.  Do  you  know  whether  or  not  Mr.  Duffield  was 
formerly  connected  with  that  company? 

Mr.  Chubb.  I  think  he  was  at  one  time.  Whether  he  was  at  the 
time  of  his  death  I  don't  know. 

Mr.  Gesell.  The  United  States  Guarantee  Co.  receives  premiums 
from  the  Prudential,  does  it  not? 

Mr.  Chubb.  Yes. 

Mr.  Gesell.  The  Federal  Insurance  Co.  receives  premiums  from 
the  Prudential,  does  it  not? 

Mr.  Chubb.  Yes. 

Mr.  Gesell.  Can  you  tell  us  the  nature  of  the  business  which  the 
United  States  Guarantee  Co.  does  with  the  Prudential? 

Mr.  Chubb.  Only  in  a  very  general  way.  I  am  not  a  liability 
expert,  but  my  understanding  of  it  is  that  there  is  a  blanket  pohcy 
covering  property  owned,  the  liability  on  property  owned  by  the 
Prudential,  and  that  on  those  a  part  of  the  business  comes  to  the 
United  States  Guarantee  Co. — I  think  it  is  a  third,  but  I  am  not 
quite  clear.     I'd  have  to  refer  to  a  memorandum. 

Mr.  Gesell.  Can  j^ou  tell  us  the  t^'pe  of  business  which  the  Federal 
Insurance  Co.  does  with  the  Prudential? 

Mr.  Chubb.  It  does  two  types  of  business:  One,  which  I  frankly 
don't  know  the  full  particulars  of,  but  it  covers  securities  in  transit 
and  premiums — I  have  got  them  here  if  you  want  them  later.  The 
other  is,  just  recently  they  have  been  given  a  share  of  the  reinsurance 
by  the  American  Insurance  Company  business,  of  all  the  fire  insurance 
on  all  property  owned  by  the  Prudential. 

Acting  Chairman  King.  The  loud-speaking  arrangements  are  not 
perfect  this  morning.     "Will  you  speak  a  little  louder,  please. 

Mr.  Gesell.  I  have  in  my  hand  a  memorandum  from  Mr.  J.  M. 
Lynch,  assistant  supervisor  of  the  Prudential  Insurance  Co.,  showing 
premiums  paid  to  the  United  States  Guarantee  Co.,  the  Federal 
Insurance  Co.,  and  the  American  Insurance  Co.,  for  the  years  1932 
to  1938,  1935,  to  1938,  and  1930  to  1938,  respectively.  This  memoran- 
dum indicates-  that  from  1933  to  1938  the  United  States  Guarantee 
Co.  received  premiums  totaling  $159,432.26;  that  the  Federal  Insur- 
ance Co.  received  premiums  from  1935  to  1938,  inclusive,  totaling 
$93,470.31;  and  that  the  American  Insurance  Co.  from  1930  to  1938, 
inclusive,  received  premiums  totaling  $1,078,489.73.  1  should  like 
to  ofTer  this  schedule  for  the  record. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  286"  and  is 
included  in  the  appendix  on  p.  1582.) 

Mr.  Chubb.  Might  I  ask  in  connection  with  that  scliedule  and 
those  figures,  Does  that  mean  the  reinsurance  received  from  the 
American  or  not? — because  otherwise  I  am  somewhat  surprised  from 
the  figure. 

Mr.  Gesell.  The  memorandum  states  it  includes  premiums  paid, 
less  returns  on  account  of  cancelations,  reductions,  and  so  forth,  to  the 
insurance  company  listed. 

Mr.  Chubb.  I  am  asking  you  to  comment  on  it,  unless  it  includes 
the  reinsurance  received  from  the  American.     In  other  words,  it  would 
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seem  to  mc  with  the  very  Httle  knowledge  I  have  of  it  that  you  had 
two  items,  one  of  which  included  the  other.  That  is  to  say,  the  amount 
you  show  from  the  American,  of  which  I  have  no  knowledge  whatever, 
probably  includes  the  amount  during  the  last  2  years,  or  year  and  a 
half,  that  they  have  paid  to  the  Federal  Insurance  Co. 

Mr.  Gesell.  Do  you  feel  that  the  Federal  Insurance  figure  of 
$93,470  is  too  high  or  too  low? 

Mr.  Chubb.  If  it  is  direct  business  received  from  the  Prudential,  I 
should  say  it  was  high,  but  I  haven't  the  figures  before  me. 

Mr.  Gesell.  If  it  includes  the  reinsurance? 

Mr.  Chubb.  Then  I  haven't  any  opinion,  but  it  wouldn't  surprise 
me. 

Mr.  Gesell.  May  we  ask,  Mr.  Chubb,  that  at  a  time  convenient 
for  you,  you  submit  to  us  the  figures  for  the  Federal  Insurance  Co.  to 
include  that  reinsurance  item  in  order  that  we  can  compare  them  wdth 
this  figure. 

Mr.  Chubb.  We  will  do  so.  I  understood  our  office  had  done  so, 
that  they  had  given  your  examiner  a  memorandum,  but  I  was  away 
at  the  time  your  examiner  v.ent  through  the  oflrtce. 

Acting  Chairman  King.  I  think  you  had  better  confer  with  counsel, 
and  if  there  is  any  discrepancy  here,  rectify  it. 

Mr.  Gesell.  With  respect  to  the  business  of  the  United  States 
Guarantee  Co,,  were  you  instrumental  in  obtahiing  that  business  for 
the  United  States  Guarantee  Co.  from  the  Prudential? 

Mr.  Chubb.  Not  by  any  direct  action  on  my  part  whatsoever.  I 
think  possibly  my  recollection  of  the  whole  incident  v/ould  give  you  a 
clear  picture  of  the  thing  as  I  understand  it,  if  you  care  to  have  me 
do  so. 

Mr.  Gesell.  Certainly. 

Mr.  Chubb.  As  I  recollect  it,  in  about  '32  or  '33,  Prudential  asked 
me  to  come  in  and  discuss  with  them,  as  they  had  before,  questions 
of  the  standing  of  various  companies  with  which  they  did  business. 

Mr.  Gesell.  Various  insurance  companies? 

Mr.  Chubb.  Various  insurance  companies,  and  j'ou  will  recollect 
at  that  time  that  not  only  were  insurance  companies,  a  great  many 
of  them,  in  very  bad  shape,  but  I  think  that  particularly  applied  to 
those  doing  a  surety  business  and  bank  guaranty  business. 

I  went  down — and  this  is  some  time  ago — and  went  into  those  things, 
and  without  any  suggestion  on  my  part,  because  I  have  never  made 
any  suggestion  to  tlie  Prudential  about  doing  business  with  me,  they 
asked  me  certain  questions  about  the  position  of  our  companj'',  and  I 
said  when  it  came  to  the  question  of  liability  insurance,  I  was  not  an 
expert,  I  had  a  very  slight  knowledge  personally,  and  that  I  would  be 
very  glad  to  send  the  head  of  our  department  over  to  confer  with  them. 

Out  of  that  we  got  an  interest  in  the  business,  but  I  want  to  make 
it  very  clear  that  there  was  no  solicitation  by  me  of  the  officers  of  the 
Prudential  toward  getting  business  for  the  United  States  Guarantee. 

Mr.  Gesell.  Do  you  recall  this  letter,  which  I  think  helps  explain 
your  testimony,  Mr.  Chubb,  on  January  3,  1933,  addressed  to  Mr. 
Woodruff,  of  the  Prudential: 

Referring  to  our  conversation  of  yesterday,  this  will  introduce  ^tr.  H.  G.  White, 
who  is  the  head  of  this  department  in  our  organization,  and  who  has  our  full  con- 
fidence.    I  am  quite  sure  that  the  United  States  Guarantee  Co.  can  be  of  consider- 
able uee  to  you  in  this  situation. 
Yours  sincerely, 
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Mr.  Chubb.  Yes. 

Mr.  Gesell.  As  the  result  of  the  conversation  which  ensued  be- 
tween Air.  White  and  Mr.  Woodruff,  the  United  States  Guarantee 
Co.  commenced  to  do  business  with  the  Prudential. 

Mr.  Chubb.  Yes. 

Mr.  Gesell.  Did  you  have  any  feeling  that  your  participation  to 
the  extent  shown  by  the  record  in  this  matter  placed  you  in  a  conflict- 
ing position  in  any  way? 

Mr.  Chubb.  Absolutely  not. 

Mr.  Gesell.  Do  you  receive  individually  a  share  of  the  profits 
resulting  from  the  payment  of  the  premiums? 

Mr.  Chubb.  Yes;  I  do;  but  by  the  time  it  gets  to  me  it  is  not  a 
very  important  matter. 

Mr.  Gesell.  But  you  do  receive  an  interest? 

Mr.  Chubb.  Yes;  I  do. 

Acting  Chairman  King.  Personally? 

Mr.  Chubb.  As  a  member  of  the  firm,  Senator. 

Acting  Chairman  King.  You  mean  the  firm  of  Chubb  &  Son? 

Mr.  Chubb.  The  firm  of  Chubh  &  Son  receive  a  contingent,  as  is 
customary  in  that  class  of  business,  and  I  have  an  interest  in  that 
firm  which  I  could  not  outline  now,  how  much  it  was  in  those  years, 
but  the  whole  business  is  a  very  small  business  in  the  premium  income 
of  the  United  States  Guarantee  Co. 

Mr.  Gesell.  Now,  coming  to  the  Federal  Co.  for  a  moment,  I 
believe  you  said  you  wrote  fire  insurance? 

Mr.  Chubb.  Yes. 

Mr.  Gesell.  And  have  received  premiums  from  the  Prudential  for 
fire  insurance  business? 

Mr.  Chubb.  Well,  now  there  is  just  a  technical  difference.  I  do  not 
think  they  have  received  any  premium  for  fire  insurance  business  from 
the  Prudential.  I  think  the  Federal  has  received  premiums  on  the 
Prudential's  business  through  the  American.  It  is  merely — there  is  a 
technical  difference,  and  I  just  want  to  make  it  clear  I  do  not  think 
it  is  of  any  importance  in  this  discussion. 

Mr.  Gesell.  It  results  in  the  Federal  Insurance  Co.  writing  the 
risk? 

Mr.  Chubb.  Yes,  sir;  that  is  perfectly  true. 

Mr.  Gesell.  Now,  up  until  1933  the  Federal  Insurance  Co.  had 
not  been  writing  any  fire  insurance,  had  it? 

Mr.  Chubb.  Well,  not  for  some  time;  it  had  been  in  the  fire  business. 

Mr.  Gesell.  Years  ago? 

Mr.  Chubb.  Not  so  very  many  years  ago. 

Mr.  Gesell,  But  immediatelj^  prior  to  1933  it  had  not  written  any 
fire  insurance,  had  it? 

Mr.  Chubb.  Not  for  I  should  say  2  years  before  that. 

Mr.  Gesell.  Now,  in  1933  did  you  discuss  with  officials  of  the 
Prudential  the  general  fire  insurance  situation? 

Mr.  Chubb.  Yes. 

Mr.  Gesell.  In  connection  with  those  discussions  did  you  refer 
to  the  possibihty  of  the  Federal  Insurance  Co,  writing  some  of  that 
business? 

Mr.  Chubb,  I  did  not. 

Mr.  Gesell.  Starting  in  '33  the  Federal  Insurance  Co.  reentered 
the  fire  insurance  field? 
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Mr.  Chubb.  Yes,  sir. 

Mr.  Oesell.  And  in  1938  it  received  its  first  business  from  the 
Prudential? 

Mr.  Chubb.  That  is  my  recollection. 

Mr.  Gesell.  Now,  who  handled  for  your  company  the  necessary 
business  dealings  which  resulted  in  the  Federal  receiving  these 
premiums? 

Acting  Chairm-an  King.  When  you  speak  of  his  company,  you  are 
referring  to  Chubb  &  Son? 

Mr.  Gesell.  I  was  referring  to  the  Federal. 

Mr.  Chubb.  Well,  in  this  particular  case  it  would  be  synonymous 
because  we  are  the  managers  of  the  Federal.  There  were  a  number 
of  people — I  think  Mr.  Byron  May  and  Mr.  Witholm,  who  is  the 
manager  of  the  fire  department. 

Mr.  Gesell.  Do  you  recall  ever  having  seen  this  letter,  a  letter 
from  Mr.  May  to  Mr.  Rogers,  vice  president  of  the  Prudential  Insur- 
ance Co.,  dated  April  18,  1938?     It  says: 

I  want  to  thank  you  for  your  courtesy  to  Mr.  Wrenn  and  myself  when  we 
called  at  your  office  on  April  5  to  discuss  the  possibility  of  the  Prudential's  placing 
a  share  of  its  fire  insurance  with  the  Federal  Insurance  Co.  This  is  the  same 
question  that  Mr.  Witholm  and  I  considered  with  you  on  October  7,  1937,  during 
our  previous  call  at  your  office. 

The  Federal  Insurance  Co.'s  fire  business  has  been  steadily  growing  since  we 
reentered  the  fire  insurance  field  on  December  1933  and  it  would  be  very  grati- 
fying if  our  writings  could  be  augmented  by  an  interest  in  the  fire  insurance 
which  the  Prudential  places  with  the  American  Insurance  Co.  of  Newark.  We 
understand  that  there  are  five  other  companies  participating  in  this  business  as 
reinsurance,  although  you  contemplate  that  there  may  be  some  change  in  this 
arrangement  in  the  future. 

In  view  of  the  Federal's  possibility  as  a  strong  New  Jersey  company  we  would 
be  very  pleased  to  have  you  consider  including  our  company  among  those  which 
now  reinsure  the  American. 

For  your  records  we  are  enclosing  a  copy  of  the  Federal's  latest  statement  and 
we  feel  certain  that  if  your  company  can  give  favorable  consideration  to  our 
request  the  details  of  the  Federal's  inclusion  for  a  share  of  your  business  can  be 
worked  out  to  your  entire  satisfaction. 

Did  you  know  that  Mr.  May  of  your  organization  was  going  to  seek 
this  business  from  the  Prudential? 

Mr.  Chubb.  Yes;  I  knew  that  they  came  to  me,  and  they  came  to 
me  on  tM-o  or  three  other  occasions  on  the  subject,  and  I  said  "No; 
I  want  hands  off.  You  can't  make  any  use  of  my  name."  Finally 
they  said,  "When  we  go  over  there  and  do  not  make  any  use  of  your 

name  in  the  matter  at  all "  I  said,  "You  can  do  that,  but  I  am  not 

going  to  say  anything  and  I  will  never  use  any  influence  to  get  that 
business  for  you." 

Mr.  Gesell.  Just  gets  to  be  kind  of  a  difficult  situation,  doesn't 
it,  Mr.  Chubb? 

Mr.  Chubb.  No;  I  do  not  think  so  at  all. 

Mr.  Gesell.  You  yourself  anxious  to  keep  completely  removed 
from  the  obtaining  of  this  business,  having  your  organization  with  . 
aggressive  men  who  are  seeking  the  business;  they  approach  another 
company  with  which  you  are  affiliated  and  connected;  those  officers 
they  approach  naturally  must  have  mixe*'  feelings  in  the  situation, 
must  they  not? 

Mr.  Chubb.  Well,  I  think  to  my  mind,  as  to  my  responsibility  as 
director  of  the  Prudential,  what  I  have  in  mind  is  that  I  would  do 
n-O thing  that  would  create  any  obligation  on  my  part  to  any  officer  of 
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the  Prudential  Insurance  Co.  Now  I  do  not  think  that  is  a  difficult 
distinction  to  make  at  all.  I  think  as  a  director  of  the  Prudential  I 
owe  a  very  definite  duty  to  the  Prudential  and  I  must  not  use  it. 

They  must  not  use  it  any  way  except  for  the  Prudential's  use,  and 
without  regard  to  my  own  interest.     That  is  what  I  have  lived  up  to. 

Mr.  Gesell.  And  you  felt  that  it  was  absolutely  essential  for  you 
to  keep  your  hands  completely  off  any  solicitation  of  business  fot  your 
company? 

Mr.  Chubb.  I  felt  that  that  was  a  position  I  wished  to  be  in,  that 
I  was  under  no  obligation  to  any  officer  of  the  Prudential  for  anything 
they  gave  me  because  being  director  1  did  not  want  to  be  in  that 
position.     I  am  not  judging  others;  1  am  just  stating  my  own  position. 

Mr.  Gesell. "From  the  point  of  view  of  the  officials  of  the  Pru- 
dential, they  might  be  inclined  to  give  busmess  to  your  company  in 
preference  to  some  other  company,  quite  apart  from  any  position 
you  took  because  of  the  situation  which  existed,  might  they  not? 

Mr.  Chubb.  They  might  be  quite  inclined  to  give  business  to  my 
company  because  they  would  know  the  character  of  management 
which  it  had  if  I  was  the  head  of  it. 

jVIr.  Gesell.  They  would  have  confidence  in  you,  having  had 
business  relations  ^ith  you  and  having  known  you  for  many  years? 

Mr.  Chubb.  I  can  see  no  impropriety  in  that. 

Mr.  Gesell.  Now  in  1938  a  new  arrangement  with  respect  to  the 
writing  of  the  fire  insurance  of  the  Prudential  resulted  with  four 
different  companies,  each  writing  25  percent  of  the  business,  is  that 
not  correct? 

Mr.  Chubb.  I  believe  so;  yes,  sir, 

Mr.  Gesell.  The  American  Insurance  Co.,  the  Fireman's  Insur- 
ance Co.,  and  Insurance  Co.  of  North  America,  and  the  American 
Insurance  Co.  has  25  percent,  and  each  of  the  other  companies  25, 
including  the  Federal? 

Mr.  Chubb.  I  know  there  is  25  percent,  but  I  would  not  be  quite 
sure  as  to  the  companies  that  have  the  insurance;  American  does; 
I  know  the  Federal  does,  and  I  know  the  Insurance  Co.  of  North 
America  does,  and  I  probably  knew  who  the  fourth  company  was. 

Acting  Chairman  King.  For  my  information  may  I  interrupt  with 
this  question?  Were  these  companies  whose  names  have  just  been 
presented  doing  anything  besides  casualty  and  fire  insurance? 

Mr.  Chubb.  The  companies  he  just  mentioned,  Senator,  were  fire 
insurance  companies  an.d  I  think  all  the  questions  I  have  been  reply- 
ing to  in  the  last  5  minutes  have  had  to  do  purely  with  fire  business. 

Mr.  Gesell.  We  had  mentioned  the  United  States  Guarantee  Co. 
which  did  the  liability  business? 

Mr.  Chubb.  Yes. 

Acting  Chairman  King.  What  is  the  rule  with  respect  to  insurance 
companies,  fire  and  Hability  insurance,  one  compan;y  taking  out  a 
large  poHcy  and  then  dividiiig  it  among  other  companies?  Is  not  that 
the  practice? 

Mr.  Chubb.  That  is  very  often  done.  I  do  not  think  you  could 
say  there  was  a  practice  that  way,  Senator,  it  is  done  both  ways. 
Of  course  nearly  every  company  that  takes  a  large  line  does  it  in 
turn,  passes  it  out  to  other  companies. 

Acting  Chairman  King.  They  divide  the  Habihties? 
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Mr.  Chubb.  They  divide  the  liabilities  to  get  an  average. 

Acting  Chairman  King.  To  divide  the  risk? 

Mr.  Chubb.  Yes,  sir. 

Acting  Chairman  King.  Then  it  is  not  an  uncommon  thing  for  these 
casualty  liability  and  fire-insurance  companies  to  divide  the  risks  by 
apportioning  to  various  corporations? 

Mr.  Chubb.  Oh,  not  at  all,  sir. 

Acting  Chairman  King.  Part  of  the  pohcy  and  part  of  the  risk. 
Would  that  be  true  with  respect  to  Ufe  insurance,  ordinary  hfe 
insurance? . 

Mr,  Chubb.  I  probably  know  less  about  that  than  any  other  class 
of  insurance,  but  I  think  the  large  lives  are  handled  exactly  the 
same  way,  but  I  really  do  not  know  enough  to  answer  that  question. 

Acting  Chairman  King.  Well,  what  is  the  general  line  of  business 
of  the  Prudential,  just  in  a  word? 

Mr.  Chubb.  Life  insurance  entirely,  and  such  disability  insurance 
as  goes  with  it. 

Acting  Chairman  King.  That  is  all. 

Mr.  Gesell.  Now,  are  you  familiar  with  the  memorandum,  a 
portion  of  which  I  am  about  to  read,  dated  April  23,  1938,  from  Mr. 
Wrenn  concerning  the  Prudential  Life  Insurance  Co.?  The  memo- 
randum states — 

Mr.  Bucknell  and  the  writer  todav  visited  the  offices  of  the  American  Insurance 
Co.  of  Newark  and  spoke  to  Mr.  Paul  B.  Summers,  the  president,  who  informed 
us  that  he  was  deHghted  to  notify  us  of  Mr.  Roger's  decision  to  give  us  a  partici- 
pation of  25  percent  of  all  the  business  of  the  Prudential  Life  Insurance  Co.  as 
reinsurance  of  the  American  of  Newark.  He  requested  us  to  keep  this  infor- 
mation confidential  until  it  had  been  released  by  Mr.  Rogers. 

In  the  couise  of  our  conversation  he  mentioned  that  the  premium  last  year  had 
been  $5^8,000  approximately,  of  which  about  one-third  covered  farm  properties. 
The  lost  ratio  on  farm  properties  amounted  to  approximately  52  percent  and  the 
lost  ratio  on  the  balance  about  28  percent,  making  approximate  average  of  about 
35  percent.  He  stated — and  this  is  the  part  I  want  to  call  particularly  to  your 
attention — that  "the  companies  participating  in  this  business  would  be  the 
American  of  Newark,  the  Insurance  Co.  of  North  America,  the  Firemen's  of 
Newark,  and  the  Federal." 

He  also  stated  that  he  expected  eventually  there  would  be  only  two  companies 
interested  in  this  insurance  and  that  the  two  would  be  the  American  and  the 
Federal.  He  stated  that  Colonel  D'Olier,  the  official  in  charge  of  this  matter,  is  a 
Philadelphia  man  and  that  for  a  number  of  reasons  connected  with  financing 
Philadelphia  issues  the  Prudential  desires  to  have  the  North  American 
participating. 

He  also  stated  that  as  part  of  the  reason  for  the  American's  participation  the 
five  or  six  of  the  American  directors  are  also  directors  of  the  Prudential.  He 
stated  that  there  would  be  no  expenses  in  connection  with  the  handling  of  this 
business  other  than  a  very  nominal  charge  for  printing  and  stationery,  and  that 
the  cost  to  us  would  be  exactly  the  commission  cost  to  the  American,  which  is  on 
the  basis  of  association  commissions  wherever  the  risks  are  located. 

Do  you  recall  that  memorandum? 

Mr.  Chubb.  No;  I  doubt  very  much  if  I  saw  that.  I  recall  it  now 
because  it  was  sent  to  me  by  my  office.  I  don't  recall,  and  I  am  sure 
I  should  have  recalled  it  if  I  had  read  it. 

Mr.  Gesell.  The  memorandum  indicates  to  me  that  one  of  the 
factors  involved  in  the  allocation  of  the  fire  insurance  is  this  question 
of  interlocking  directorships. 

Mr.  Chubb.  Well,  after  all,  such  inference  as  you  draw  from  it 
would  be  drawn  from  what  Mr.  Summers  said,  and  I  am  not  qualified 
to  speak  for  Mr.  Summers.  I  never  discussed  this  matter  with  him 
in  any  way,  shape,  or  form.     Mr.  Bucknell  and  Mr,  Wrenn,  who 
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went  over  there,  are  men  concerned  with  the  practical  detail  of  work- 
ing it  out;  they  are  not  concerned  with  the  contract  or  the  under- 
writing of  the  business.  I  have  read  it  within  thp  last  2  days,  because 
it  has  been  sent  to  me.  My  mipression  is  that  the  statement  as  to 
directors  is  entirely  wrqng,  but  I  may  be  wrong  as  to  that.  I  don't 
think  there  are  five  or  -sLx  interlocldng  directors. 

Mr.  Gesell.  As  to  number  but  not  as  to  the  fact  of  the  mterlocking 
directorate? 

Mr.  Chubb,  I  have  no  knowledge  as  to  whether  that  was  a  factor  in 
its  going  to  the  American  or  not,  I  think  there  are  a  great  many  other 
things  that  you  can  think  of  for  its  going  there,  other  than  that, 

Mr.  Gesell.  You  have,  I  tliink,  advised  on  many  occasions  with 
the  Prudential  concerning  their  fire  and  casualty  insurance  problems, 
quite  unrelated  to  your  business  at  all. 

Mr.  Chubb.  Oh,  particularly  during  the  times  following  the  crisis 
in,  well,  from  1932  on. 

Mr.  Gesell.  They  sought  your  advice  with  respect  to  the  kind  of 
fire  insurance  which  is  to  be  written  on  their  properties,  the  kind  of 
casualty  insurance  to  be  written  on  theii*  properties,  what  companies 
to  choose,  matters  of  that  character? 

Mr.  Chubb.  They  have  consulted  me  as  to  the  strength  of  the  com- 
panies that  were  doing  their  business  at  that  time,  and  as  to  the  risks 
they  were  taking  at  a  period  of  that  kind.  They  have  consulted  me 
as  regards  fire,  as  to  the  method  they  used  in  doing  it.  I  think  they 
sought  to  consult  with  me  about  the  habiUty,  but  I  didn't  know  enough 
about  it  to  advise  them. 

Mr.  Gesell.  Well,  now,  did  you  feel  at  any  time  that  it  w^as  diffi- 
cult to  talk  to  the  Prudential  about  their  i^nsurance  problems  when 
you,  yourself,  were  an  insurance  man  interested,  quite  properly,  in 
the  development  of  certain  companies  engaged  in  the  types  of  insurance 
which  were  under  discussion? 

Mr.  Chubb.  Never. 

Mr.  Gesell.  I  have  no  further  questions  of  this  witness. 

Acting  Chairman  King.  The  interest  the  Prudential  Co.  had  in  fire 
insurance  I  understand  was  merely  the  protection  of  properties  w  hich 
came  to  it  in  the  conduct  of  its  life  insurance  business. 

Mr.  Chubb.  To  a  large  extent  they  were  foreclosed  properties,  and 
of  course  that  account  has  been  going  dov^n. 

Acting  Chairman  King.  How  did  it  acquire  so  many  praperties? 

Mr.  Chubb.  Through  foreclosure  duiing  the  time  of  the  crisis. 

Acting  Chairman  King.  It  made  loans? 

Mr.  Chubb.  Yes,  sir. 

Acting  Chairman  King.  And  it  had  been  compelled,  then,  to 
foreclose  some  of  its  loans,  and  while  it  had  made  those  loans,  of  course, 
it  was  interested  in  seeing  that  the  property  was  protected  by  legitimate 
and  proper  fire  insurance, 

Mr.  Chubb.  Yes,  sir. 

Acting  Chairman  King,  But  it  wasn't  engaged  in  writing  fire 
insurance? 

Mr.  Chubb,  Not  in  any  way. 

Might  I  say  a  word,  Mr.  Chairman,  if  it  is  in  order?  There  have 
been  certain  inferences  as  to  the  power  of  interlocking  directorates  in 
afl"ecting  this  business,  and  I  have  been  asked  a  question  as  to  whether 
I  felt  there  was  any  conflict.     I  -would  hke  to  state  emphatically,  I  . 
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would  draw  attention  to  the  fact  that  back  in  1933  I  was  consulted 
about  the  companies  that  should  be  on  that  policy.  I  wasn't  asked 
to  recommend  companies,  but  I  was  asked  to  pass  on  the  financial 
responsibilities  of  companies  during  a  crisis. 

Acting  Chairman  King.  Were  you  asked  as  a  director  of  the 
Prudential? 

Mr.  Chubb.  I  was  asked  purely  as  a  director  of  the  Prudential. 
During  that  time  I  was  president  of  a  company  that  I  think  I  can  say 
was  financially  the  strongest  company  in  New  Jersey  and  perhaps  in 
the  country.  I  never  recommended  its  use,  I  never  suggested  its  use. 
Now  I  am  not  making  that  statement  lo  put  myself  in  a  special 
position.  I  believe  that  the  idea  of  responsibility  to  the  Prudential 
has  been  general  with  every  director  that  has  been  there.  I  have  been 
on  that  board  15  years.  I  have  never  seen  a  case  of  conflict  between 
the  duties  of  a  dii'ector  of  the  Prudential  and  his  duty  to  his  companj^. 
I  have  never  seen  it  affect  the  duties  to  the  Prudential  adversely  m 
that  whole  time.  That  is  15  years  of  the  biggest  financial  stress 
this  country  has  been  in  in  my  lifetime,  or  even  the  younger  men's 
lifetime.  I  have  never  seen  such  a  case,  and  I  will  go  further  and  say 
that  during  that  time— the  question  was  asked  of  Mr.  Houston 
yesterday  about  the  bank  directors.  During  that  time  I  have  seen 
many  times  when  the  special  knowledge  they  possessed  was  itself  of 
great  value  to  the  Prudential  at  such  a  time,  just  as  I  believe  my 
knowledge  of  the  insurance,  which  I  never  seek  to  capitalize  and 
never  make  use  of,  was  of  very  great  value  in  considering  the  carriers 
of  insurance.  • 

Mr.  O'CoNNELL.  The  thing  you  last  said  caused  me  to  think  of  a 
question  I  would  like  to  have  clarified  a  bit.  I  understand  it  is  your 
position,  and  you  and  the  other  directors  of  the  company,  are  very 
sure  that  you  and  none  of  them  ever  has  taken  advantage  in  any  way 
of  the  particular  situation  vnth  which  we  have  been  dealing,  and  I 
think  we  are  perfectly  willing  to  concede  that.  I  also  understood 
from  your  testimony  that  you  were  at  all  times  very  careful  to  see  to  it 
that  no  such  possibility  would  come  to  fruition,  that  you  observed 
the  strictest  proprieties  of  the  situation,  so  to  speak.     Is  that  correct? 

Mr,  Chubb.  Yes,  sir;  I  hope  so. 

Mr.  O'CoNNELL.  That  gives  me  to  think  that  you  realize,  during 
this  period,  that  there  was  a  very  real  possibility  that  such  a  conflict 
was  inherent  in  the  situation  if  the  strictest  sense  of  the  proprieties 
was  not  observed  by  each  of  the  persons  in  such  a  situation. 

Mr.  Chubb.  I  think  that  is  a  question  of  the  way  a  person  would 
look  at  it.  The  only  tiling  I  had  in  my  mind  in  my  attitude  was,  I  never 
saw  anything  embarrassmg  to  the  Prudential,  but  I  saw  sortie  thing 
that  might  be  embarrassing  to  me  if  I  felt  that  I  was  under  obligation 
to  any  of  the  officers,  who  after  all  are  accountable  to  the  directors, 
and  I  would  never  put  myself  in  the  position  of  asking  favors  on  that 
account. 

Mr.  O'CoNNELL.  I  see. 

Mr.  Gesell.  Just  one  further  question,  since  you  brought  up  Mr. 
Houston's  testimony  of  yesterday.  There  we  had  indication  of  direct 
solicitation  by  the  directors  of  deposits  and  business  from  that  com- 
pany. .  That  is  the  type  of  situation  which  here  you  kept  completely 
away  from,  is  it  not? 

Mr.  Chubb,  Yes,  sir;  I  have  kept  away  from  it. 
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Mr.  Gesell.  You  didn't  mean  to  say  that  your  situation  was 
identical  with  that  of  the  bankers  in  the  case  of  the  Mutual  Life 
Insurance  Co. 

Mr.  Chubb.  I  don't  think  I  referred  to  .that,  Mr.  Chairman. 
What  I  referred  to  was  the  question  of  whether  there  would  not 
inevitably  arise  a  conflict  between  the  duty  of  a  director,  of  a  man 
that  was  connected  with  a  bank,  and  with  a  director  as  a-  director 
of  a  life-insurance  company,  and  I  said  that  during  15  years  I  had 
never  seen  such  a  conflict  arise.  That  has  had  nothing  to  do  with 
whether  they  solicited  business  or  not.  I  know  only  about  myself;  I 
don't  know  about  the  others. 

Mr.  Gesell.  I  have  no  further  questions. 

The  Vice  Chairman.  May  I  ask  you  a  question  to  clarify  tho 
record?  Are  the  rates  charged  by  the  various  insurance  companies 
imiform  rates? 

Mr.  Chubb.  In  most  cases,  but  not  in  all  cases. 

The  VlCE  Chairman.  Then  the  choice  would  be 

Mr.  Chubb  (interposing).  Well,  may  I  qualify  that?  For  in- 
stance, we  have  been  talking  about  fire  insurance..  I  think  that  they 
are  all  the  same  as  regards  that.  I  am  really  much  more  of  an  expert 
on  marine  than  I  am  on  fire;  I  don't  want  to  dodge,  but  I  might  not 
know  quite  so  much. 

The  Vice  Chairman.  Then  the  matter  of  choice  would  be  as  to 
solvency  of  the  company  and  not  the  rate  to  be  had? 

Mr.  Chubb.  Well,  I  think  there  would  be  a  third  consideration.  I 
think  the  first  question,  of  course,  is  as  to  solvency;  the  second  ques- 
tion, to  my  mind,  is  whether  the  management  is  of  the  type  that 
recognizes  the  equities  of  a  situation  rather  than  the  technicalities 
of  a  situation. 

The  Vice  Chairman.  That  is  interesting.  Do  3^ou  mean  that  in 
the  settlement  of  fire  losses  you  want  a  company  that  recognizes  the 
equities  of  the  situation  as  distinguished  from  the  technicalities?  Are 
you  referring  to  adjustments  now? 

Mr.  Chubb.  I  am  referring  to  adjustments;  yes,  sir. 

The  Vice  Chairman.  I  never  thought  of  that.     Thank  you. 

Mr.  Chubb.  Well,  I  think  perhaps  your  experience  has  been  fortu- 
nate. 

Acting  Chairman  King.  Sometimes  agents  do  resort  to  technicali- 
ties in  the  construction  of  their  contracts  after  there  has  been  casualty. 

Mr.  Chubb.  I  regret  to  say  that  is  sometimes  so. 

The  Vice  Chairman.  I  always  thought  that  was  a  matter  of  the 
meanness  of  the  agent  as  distinguished  from  the  policy  of  the  com- 
pany.    Do  poUcies  h^ve  that? 

Mr.  Chubb.  I  think  you  are  asking  me  a  pretty  hard  question. 

Tire  Vice  Chairman.  No;  I  won't  ask  it. 

Acting  Chairman  King.  The  rates  are  usually  fixed  by  statute,  are 
they  not,  in  a  given  State — take  New  York? 

Mr.  Chubb.  In  New  York,  I  wouldn't  say — they  are  based  on 
experience.  They  are  what  you  call  filed  rates.  The  rates  are  filed 
by  all  the  companies  and  the  department  approves  of  those  as  being 
both  adequate  and  not  high  and  not  discriminatory,  so  you  file  those 
rates  and  you  have  to  abide  by  them. 

Acting  Chairman  King.  So,  after  all,  there  is  a  good  deal  of  uni- 
formity, in  the  rates. 
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Mr.  Chubb.  Almost  entirely  uniform. 

Acting  Chairman  King.  Because  you  have  to  submit  data  to  the 
representative  of  the  State  insurance  department,  and  he  approves  or 
disapproves  of  the  rates  which  are  submitted,  so  that  the  policy  tends 
to  uniformity  and  prevents  what  some  persons  have  called  cutthroat 
rates  being  given  which  might  result  in  serious  losses  to  the  company. 

Mr.  Chubb.  Yes,  sir;  or  insolvency  to  the  company.  I  think 
that  is  the  theory  of  it. 

Acting  Chairman  King.  There  were  during  the  depression  a  num- 
ber of  companies  that  suffered  materially. 

Mr.  Chubb.  More,  perhaps.     There  were  a  great  many  of  them. 

Mr.  HiNRiCHS.  May  I  ask  one  question,  please.  In  your  discus- 
sion of  the  equities  of  adjustment  that  you  have  just  mentioned,  does 
•that  raise  potentially  any  continuing  conflict  of  interest  in  the  two 
positions;  that  is,  your  position  is  involved  not  only  in  connection 
with  the  writing  of  insurance  but  potentially,  except  where  the  greatest 
care  is  used,  also  throughout  the  hfe  of  the  policy?  Would  that  bo 
an  incorrect  interpretation? 

Mr.  Chubb.  Now,  I  don't  want  to  appear  "holier  than  thou."  I 
say  we  have  always  had  regard  for  the  equities  and,  as  a  director,  the 
Prudential  wouldn't  expect  me  to  ask  for  anything  more,  so  I  can't 
conceive  of  any  conflict  there. 

Acting  Chairman  King.  That  is  all.     Call  your  next  witness. 

(The  witness,  Mr.  Chubb,  was  excused.) 

Mr.  Gesell.  Mr.  Michael  J.  Cleary  is  the  next  witness. 

Acting  Chairman  King.  Do  you  solemnly  swear  the  testimony 
you  are  about  to  give  in  this  hearing  shall  be  the  truth,  the  whole 
truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Cleary.  I  do. 

TESTIMONY    OF    MICHAEL    J.     CLEARY,     PRESIDENT,     NORTH- 
WESTERN MUTUAL  LIFE  INSURANCE  CO.,  MILWAUKEE,  WIS. 

NORTHWESTERN       MUTUAL       LIFE — ELECTION       AND       SELECTION       OF 

DIRECTORS— DUTIES     AND     STANDARDS     OF     DIRECTORS'     CONDUCT 

policyholders'    COMMITTEE 

Mr.  Gesell.  Mr.  Cleary,  you  are  president  of  the  Northwestern 
Mutual  Life  Insurance  Co. ;  are  you  not? 

Mr.  Cleary.  I  am. 

Mr.  Gesell.  How  long  have  you  been  president? 

Mr.  Cleary.  October  1932. 

Mr.  Gesell.  Were  you  connected  with  the  company  before  1932? 

Mr.  Cleary.  I  was. 

Mr.  Gesell.  How  long  have  you  been  with  the  company? 

Mr.  Cleary.  1919. 

Mr.  Gesell.  How  old  a  company  is  the  Northwestern  Mutual? 

Mr.  Cleary.  Eighty-one. 

Mr.  Gesell.  How  much  insurance  has  it  in  force? 

Mr.  Cleary.  About  three  billion  nine. 

Mr.  Gesell.  What  are  its  admitted  assets? 

Mr.  Cleary.  A  billion,  two  hundred  thirty-odd. 

Acting  Chairman  King.  Did  you  state  the  headquarters  of  your 
office? 
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Mr.  Cleary.  Milwaukee,  Wis. 

Acting  Chairman  King.  And  organized  under  the  laws  of 

Mr.  Cleary.  Wipconsin. 

Mr.  Gesell.  What  type  of  insurance  does  it  write? 

Mr.  Cleary.  Ordinary  only. 

Mr,  Gesell.  Ordinary  life  insurance? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  No  group,  no  industrial,  no  what  we  might  call  mass 
insurance? 

Mr.  Cleary.  No. 

Mr.  Gesell.  \\Tiat  are  the  number  of  States  in  which  it  operates? 

Mr.  Cleary.  Fort3^-two  and  the  District. 

Mr.  Gesell.  How  many  trustees  or  directors  of  the  company  are 
there? 

Mr.  Cleary.  Thirty-six. 

Mr.  Gesell.  I  wish  to  offer  for  the  record  at  this  time  a  schedule 
showing  the  names  of  the  trustees  of  the  Northwestern  Mutual  Life 
Insurance  Co.,  the  date  of  their  election,  their  period  of  service,  their 
principal  business  connections,  their  other  business  connections,  and 
their  homes. 

Acting  Chairman  King.  Have  you  seen  the  schedule? 

Mr.  Cleary.  I  am  sure  I  have. 

Acting  Chairman  King.  As  far  as  you  Imow  it  is  correct? 

Mr.  Cleary.  Correct,  yes. 

Acting  Chairman  King.  It  may  be  received. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  287"  and  is 
included  in  the  appendix  on  p.  1583.) 

Mr.  Gesell.  Now,  am  I  correct  in  saying  that  nine  of  your  trustees 
are  elected  every  year  for  a  term  of  4  years? 

Mr.  Cleary.  That  is  correct. 

Mr.  Gesell.  Your  policyholders  have  one  vote  apiece? 

Mr.  Cleary.  That  is  correct. 

Mr.  Gesell.  Your  company  is  a  mutual  company,  is  it  not? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  Do  you  make  any  use  of  your  agency  force  in  getting 
votes  at  the  annual  elections  .'* 

Mr.  Cleary.  None  whatever. 

Mr.  Gesell.  You  give  notice  in  accordance  with  the  Wisconsin  law 
in  Wisconsin  papers  and  on  the  policy,  on  the  premium  notice  and  on 
the  premium  receipt? 

Mr.  Cleary.  That  is  right. 

Mr.  Gesell.  You  get  in  a  little  less  than  1  percent  of  the  votes,  is 
that  correct? 

Mr.  Cleary.  Yes,  sir. 

Mr.  Gesell.  Am  I  correct  in  statmg  that  proxies  are  prohibited 
under  the  Wisconsin  law? 

Mr.  Cleary.  Have  been  since  1907. 

Mr.  Gesell.  Must  the  majority  of  your  directors  be  residents  of 
Wisconsin? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  Must  they  be  policyholders? 

Mr.  Cleary.  They  must  be. 

Mr.  Gesell.  All  of  your  directors? 

Mr.  Cleary.  All  of  them. 
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Mr.  Gesell.  Must  they  have  any  particular  amount  of  insurance,  in 
force? 

Mr.  Cleary.  No  requirement  except  that  they  be  insured  for  at 
least  1  year,  and  I  think  $1 ,000  minimum 

Mr.  Gesell.  Has  your  company  ever  had  a  contested  election? 

Mr.  Cleary.  Not  so  far  as  I  know. 

Mr.  Gesell.  Certainly  not  in  recent  years. 

Mr.  Cleary.  No. 

Mr.  Gesell.  Under  the  Wisconsin  law  will  you  tell  us  what  the 
procedure  is  in  case  of  a  contested  election? 

Mr.  Cleary.  One  hundred  policyholders  may  nominate  an  inde- 
pendent ticket. 

Mr.  Gesell.  One  hundred  policyholders  are  all  that  are  necessary 
to  get  an  independent  ticket  before  the  policyholders? 

Mr.  Cleary.  Yes.  They  file  a  certificate  of  their  nominees  with 
the  insurance  department  and  the  secretary  of  the  company.  In  case 
that  happens,  a  form  of  ballot  is  prescribed  by  law. 

Mr.  Gesell.  To  save  your  voice,  Mr.  Cleary,, is  it  correct  to  say 
that  this  ballot  is  a  single  ballot  which  lists  botli  the  independent 
ticket  and  what  might  be  called  the  administration  ticket? 

Mr.  Cleary.  That  is  true. 

Mr.  Gesell.  One  ballot  with  both,  tickets  on  it. 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  That  ballot  is  sent  at  the  company  expense  to  every 
policyholder? 

Mr.  Cleary.  That  is  right. 

Acting  Chairman  King.  The  ballot  is  prescribed  by  law,  is  it? 

Mr.  Cleary.  Yes. 

Mr,  Gesell.  And  there  is  no  use  of  proxies,  even  in  a  contested 
election? . 

Mr.  Cleary.  Not  at  all. 

Mr.  Gesell.  There  is  no  use  of  the  agency  force  in  a  contested 
election? 

Mr.  Cleary.  It  is  prohibited  specifically. 

Mr.  Gesell.  Each  poUcyholder  receives  at  the  company  expense 
this  single  ballot,  listing  the  names  of  both  tickets. 

Mr.  Cleary.  That  is  right,  with  »n  envelope  in  which  he  may  vote 
by  mail. 

Mr.  Gesell.  Supposing  there  are  nine  directors,  as  would  be  the 
case,  up  for  election  on  both  tickets,  and  I  am  a  policyholder.  I 
would  have,  so  to  speak,  nine  votes.  Would  I  be  able  to  put  all  those 
votes  on  one  man? 

Mr.  Cleary.-  Yes. 

Mr.  Gesell.  So  that  if  there  is  an  independent  nomination  and  a 
group  is  interested  in  placing  on  the  board  some  individual,  by  poohng 
their  votes  all  against  his  name  they  have  a  much  better  chance  of 
electing  him,  do  they  not? 

Mr.  Cleary.  Tlioy  do. 

Mr.  Gesklt,.  I  would  like  to  offer  for  the  record,  and  also  as  a  way 
of  saving  Mr.  Clearv's  voice,  a  copy  of  the  Wisconsin  law  with  respect 
to  the  procedure  followed  in  contested  elections,  showing  the  form  of 
the  ballot  prescribed  by  law,  and  other  relative  matter. 

Acting  Chairman  King.  If  there  is  no  objection,  it  will  be  received. 

CT'ne  Wisconsin  law  referred  to  was  marked  "Exhibit  No.  288"  and 
is  Uicluded  in  the  appendix  on  p.  1588.) 
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Acting  Chairman  King.  For  the  record  may  I  inquire,  how  miny 
policyholders  have  you  in  your  company? 

Mr.  Cleary.  Approximately  700,000. 

Acting  Chairman  King.  Scattered  throughout  the  various  States? 

Mr.  Cleary.  Yes. 

Acting  Chairman  King.  Where  is  the  residence  of  the  greatest 
number? 

Mr.  Cleary.  The  greatest  amount  of  insurance  is  in  force  in  the 
State  of  New  York;  Illinois  second;  Wisconsin,  I  think,  third;  and 
so  it  goes  over  the  country. 

Mr.  Gesell.  Mr.  Cleary,  how  many  meetings  of  the  board  of 
directors  of  your  company  are  there  a  year? 

Mr.  Cleary.  Four. 

Mr.  Gesell.  Am  I  correct  in  saying  that  the  Wisconsin  law  pre- 
scribed that  these  directors  must  attend  a  certain  number  of  meetings 
each  year? 

Mr.  Cleary.  That  is  true. 

Mr.  Gesell.  What  is  the  law  about  that? 

Mr.  Cleary.  Three  consecutive  absences  automatically  removes 
a  man  from  the  board  and  makes  him  ineUgible  to  reelection  for  a 
fixed  period  of  time. 

Acting  Chairman  King.  Would  sickness  be  an  excuse? 

Mr.  Cleary.  No;  there  is  no  excuse. 

Mr.  Gesell.  If  a  man  is  ill,  if  a  man  wants  to  travel,  if  a  man  is 
very  busy,  if  a  man  doesn't  want  to  come,  if  he  Uves  too  far  away-r- 
none  of  those  things  is  an  excuse? 

Mr.  Cleary.  None  at  all. 

Mr.  Gesell.  Am  I  correct  in  saying  that  the  operation  of  that  law 
has  resulted  from  time  to  time  in  eliminating  from  your  board  of 
directors  men  who  do  not  show  sufficient  interest  to  attend  three 
meetings? 

Mr.  Cleary.  It  has. 

Mr.  Gesell.  Also  men  who  have  fallen  into  bad  health  or  by 
reasons  of  age  or  otherwise  are  unable  to  attend. 

Mr.  Cleary.  That  is  true. 

Mr.  Gesell.  So  that  through  this  statute  you  do  have  an  active 
board  of  directors  in  constant  attendance  on  the  affairs  of  the  com- 
pany. 

Mr.  Cleary.  I  would  say  that  was  true. 

Mr.  Gesell.  Is  it  fair  to  say  that  most  of  your  directors  attend 
at  least  three  meetings  a  year? 

Mr.  Cleary.  My  recollection  is  that  the  tabulation  showed  an 
attendance  record  of  approximately  80  percent. 

Mr.  Gesell.  Now  we  have  already  covered  the  fact,  I  think,  that 
the  majority  of  your  directors  must  be  residents  of  the  State  of 
Wisconsin. 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  With  respect  to  the  selection  of  men  from  outside 
the  State,  will  you  tell  us  what  the  policy  of  your  company  is  in  that 
selection? 
_  Mr.  Cleary.  We  seek  for  a  geographic  distribution,  for  a  voca- 
tional distribution,  and  really  seek  for  men  who  represent  a  fair 
cross-section  of  the  policyholders. 
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Mr.  Gesell.  First  of  all  geographically,  you  try  to  place  your 
directors  ail  around  the  country? 

Mr.  Cleary.  Yes;  as  far' as  I  know  we  never  have  two  men  from 
one  State. 

Mr.  Gesell.  Other  than  Wisconsin. 

Mr.  Cleary.  Yes;  of  course,  that  is  compulsory. 

Mr.  Gesell.  You  try  to  get  men  who  are  not  all  bankers,  or  who 
are  not  all  of  a  particular  occupation  or  class,  but  who  represent 
lawyers,  doctors,  mercliants,  teachers,  and  so  forth. 

Acting  Chairman  King.  Don't  complete  the  statement. 

Mr.  Gesell.  Let  me  ask  you  this,  Mr.  Cleary.  Supposing  you 
have  a  vacancy  somewherp  out  of  the'  State  of  Wisconsin  and  you 
want  to  fill  it.  Let's  say  you  have  a  New  England  man  that  j^ou 
want  to  bring  on  your  board.  Wliat  kind  of  procedure  does  your 
company  go  through  in  selecting  him?  We  have  already  said  the 
man  must  be  a  policyholder. 

Mr.  Cleary.  Well,  .it  varies,  of  course.  We  had  a  vacancy  in 
Boston.  We  made  up  a  list  of  New  England  policyholders,  consider- 
able in  size. 

Mr.  Gesell.  That  was  a  list  of  2,000  policyholders,  wasn't  it? 

Mr.  Cleary.  I  think  probably  that  many. 

Mr.  Gesell.  What  did  you  do  with  that  hst? 

Mr.  Cleary.  It  was  submitted  to  our  trustee  in  Connecticut,  to 
our  agents  in  Massachusetts,  and  probably  some  of  the  other  New 
England  territory,  with  the  purpose  of  finding  a  man  tbat  would  seem 
to  lit  into  the  board  from  the  Boston  area. 

Mr.  Gesell.  You  mean,  you  took  2,000  policyholders  of  your 
company  who  came  from  this  Boston  area  and  submitted  that  list 
to  representatives  of  your  company  in  order  that  they  could,  make  a 
check  of  the  qualifications  of  these  2,000  men  to  see  who  would  be 
best  suited  for  the  directorship? 

Mr.  Cleary.  That  was  the  purpose,  sir. 

Mr.  Gesell.  What  sort  of  investigation  was  made  in  selecting  a 
man  off  that  list?  What  type  of  inquiry  was  made?  Whom  did  you 
talk  to,  and  so  forth? 

Mr.  Cleary.  Our  general  agents  in  that  territory,  our  trustee  in 
Connecticut  who  was  well  acquainted  with  New  England.  My 
recollection  is  that  an  officer  of  the  company  went  into  the  area  and 
checked  with  policyholders,  and  probably  others,  as  to  the  availabilit3\ 

(The  vice  chairman,  Representative  Sumners,  assumed  the  Chair.) 

Mr.  Gesell.  Coming  to  this  question  of  selection  frpm  another 
point  of  view,  do  you  look  to  see  whether  or  not  the  man  is  in  any 
way  subject  to  becoming  in  a  conflicting  position  if  he  comes  on  the 
board  of  your  company? 

Mr.  Cleary.  We  have  frequently  given  thought  to  that  phase  of 
it,  and  on  soveraloccasions  eliminated  men  from  consideratiou  because 
of  that  factor. 

Mr.  Gesell.  Since  conflicting  interest  is  subject  to  a  difficult 
definition,  will  you  toll  us  just  the  type  of  men  and  the  type  of  situa- 
tions that  have  arisen  where  vou  have  felt  that  you  had  to  eliminate 
.t.  man  because  of  this  confiicting  relationship? 

Mr  Cleary.  Weil,  1  miglit  use  the  case  of  Mr.  Way,  of  the  Mil- 
w;iil<ce  Eloctric  (^o.  Mr.  Way  is  presidoiit.  At  the  time  his  name 
was  '  ousidcrod  the  company  owned  between  eight  and  nine  mifiion 
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dollars  of  securities  of  that  company.  We. had  considered  the  ques- 
tion as  to  whether  the  holding  might  not  be  too  large,  what  our 
attitude  would  be  in  the  event  of  refunding.  It  was  felt  that  it  would 
be  embarrassing  to  Mr.  Way,  and  possibly  to  the  company.  We 
dropped  his  name. 

Mr.  Gesell.  That  was  a  case  simply  where  your  company  had  a 
large  investment  in  his  company",  was  it  not? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  Well  now,  what  about  any  other  instances  that  j^ou 
have? 

Mr.  Cleary.  Oh,  I  don't  know  that  1  recall  specific  detail,  Mr. 
Gesell,  on  another  case. 

Mr.  Gesell.  Do  3'Ou  remember  the  case  of  Mr.  Fred  W.  Sargent 
of  your  company? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  He  became  a  trustee,  did  he  not? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  He  was  president  of  the  Chicago  &  North  Western 
Railroad  Co.? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  Your  company  had  an  investment  in  that  railroad 
prior  to  his  coming  on  the  board? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  His  railroad  got  into  difficulties. 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  The  securities  went  into  default. 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  Your  company  still  held  them,  and  as  the  result,  the 
situation  was  felt  to  be  such  as  to  warrant  Mr.  Sargent's  leaving  the 
board  of  directors  of  your  company. 

Mr.  Cleary.  That  is  true. 

Mr.  Gesell.  What  about  banking  and  investment  banking  con- 
nections, Mr.  Cleary,  do  you  seek  bankers  and  investment  bankers 
as  your  trustees? 

Mr.  Cleary.  No.     Five  or  six  years  ago  we  had  a  vacancy  in  New 
York  and  my  recollection  is  that  we  announced  to  the  agents  and 
others  with  whom  we  considered  a  selection  that  we  preferred  to 
select  outside  of  the  banking  and  the  investment  house  group. 
•  Mr.  Gesell.  Why  was  that,  Mr.  Cleary? 

Mr.  Cleary.  Well,  we  want  to  be  perfectly  free,  naturally,  without 
any  embarrassment  in  buying  and  selling  securities.  We  also  want 
to  be  perfectly  free  in  dealing  with  our  deposits  in  the  New  York 
area.     Probably  supercautioiis,  but 

Mr.  Gesell  (interposing).  You  mean  that  there  was  the  prospect 
that  at  some  time  if  you  had  a  banker  on  your  board,  that  you  would 
want  to  deposit  money  in  his  bank,  and  then  his  presence  on  your 
board  would  be  embarrassing,  or  you  might  want  to  buy  securities 
through  some  investment  banking  house  and  the  presence  of  that 
man  on  your  board  would  be  embarrassing. 

Mr.  Cleary.  That  is  a  possibility,  and  I  imagine  one  of  the  view- 
points that -entered  into  our  conclusion. 

Mr.  Gesell.  I  notice  another  instance  here  on  a  memorandum 
rf^lnting  to  the  selection  of  a  Chicago  trustee  for  your  company  i' 
VJ'Sb.  where  a  gentleman  was  eliminated  by  retison  of  a  conflict  oi 
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interests.  Mr.  Albert  F,  Wetten.  Are  you  familiar  with  that  case, 
and  why  he  was  eliminated  from  consideration?  . 

Mr.  Cleary.  I  am  familiar  with  the  existence  of  the  case,  and  my 
recollection  is  that  Mr.  Wetten's  activity  in  the  real  estate  field, 
which  is  very  large  and  widespread,  might  bring  him  in  conflict  with 
company  interest,  as  we,  too,  owned  some  Chicago  real  estate,  have 
•mortgages  on  some  very  sizable  properties  there. 

Mr.  Gesell.  This  mian  was  a  prominent  real  estate  operator  in 
Chicago  and  your  company  was  a  prominent  investor  in  rcrd  ( state 
and  owner  of  real  estate  in  Chicago,  and  that  in  itself  was  felt  by 
the  trustees  sufficient  reason  not  to  bring  this  man  on  the  board. 

Mr.  Cleary.  I  think  that  is  a  fair  statement  of  the  facts. 

Mr.  Gesell.  I  notice  that  another  man  was  eliminated  because  he 
was  too  busy.  Is  that  because  he  is  unable  to  give  enough  attention 
to  the  affairs  of  the  company,  is  that  what  3''ou  mean  by  "too  busy"? 

Mr.  Cleary.  Well,  we  have  always  talcen  the  position  that  the 
law  requires  attendance  at  meetings,  that  the  trusteeship  carries 
responsibility,  and  naturally  v/o  don't  want  to  put  men  on  who  may 
be  forced  off  by  failure  to  function. 

Mr.  Gesell.  I  noticed  that  two  men  who  were  lawyers  were 
eliminated.  Why  was  that?  Did  you  have  too  many  lawyers  on 
your  board? 

Mr.  Cleary.  In  what  case  was  this? 

Mr.  Gesell.  In  the  selection  of  the  Chicago  trustee;  sir. 

Mr.  Cleary.  We  have  no  grievance  against  lawj-ers.  I  used  to 
pretend  to  be  one  myself.  I  think  we  did  discuss  in  this  case  the 
rather  wide  variety  of  interests  that  we  have  in  Chicago  and  preferred 
to  be  quite  free  in  the  decision  as  to  who  would  represent  us  legally. 
I  recall  that  now, 

Mr.  Gesell.  On  this  whole  matter  of  your  trustees  and  directors 
doing  business  with  your  company,  directly  or  indirectly,  what  posi- 
tion has  .your  company  taken  in  that  regard? 

Mr.  Cleary.  We  have  had  a  very  rare  instance,  outside  of  some  legal 
business,  where  that  question  ever  could  come  up. 

Mr.  Gesell,  Would  your  company  feel  free  to  give  its  fire-insur- 
ance premiums  to  a  fire  insurance  company  with  which  one  of  j^our 
trustees  was  connected,  regardless  of  whether  that  trustee  had  or 
had  not  solicited  the  business? 

Mr.  Cleary.  Well,  that  is  a  theoretical  question,  Mr.  Gesell, 

Mr.  Gesell,  I  am  simply  trying  to  get  at  your  companjf's  policy. 

Mr.  Cleary,  Then  ask  me  about  what  we  do  with  our  fire  in- 
surance. 

Mr.  Gesell,  You  distribute  your  fire  insurance  widely  among 
many  companies ;  do  you  not? 

Air.  Cleary,  Yes;  and  through  local  agents,  not  through  direct 
dealing  with  the  company,  except  in  the  case  of  a  contract  with  the 
National  Fire  of  Hartford  which  provides  automatic  coverage  if 
a  borrower  lapses  insurance  or  otherwise  the  insurance  is  terminated. 

The  Vice  Chairman.  May  I  ask  one  question  at  this  point?  Your 
policy  of  doing  bushiess  with  the  local  agent,  is  that  for  the  purpose  of 
protecting  the  mterests  of  your  concern  or  for  helping  you  get  business? 

Mr.  Cleary.  Well,  I  wouldn't  say  it  was  either.  It  is  doing  busi- 
ness, I  might  say,  in  the  normal  way.  We  are  solicited  by  practically 
every  fire-insurance  agency  in  Milwaukee.    We  place  about  $6,000,000 
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of  fire  insurance  on  our  home  office  property.  That  business  is  divided 
among  some  fifty- agencies. 

The  Vice  Chairman.  The  general  agencies? 

Mr.  Cleary.  Well,  they  are  local  fire-insurance  agencies. 

The  Vice  Chairman.  What  I  am  trying  to  get  at  is,  if  you  should 
do  business,  for  instance,  in  the  city  of  Dallas,  you  would  there  do  that 
business  through  the  local  agent  in  the  city  of  Dallas  as  distinguished 
from  doing  it  thi'ough  some  company  that  he  represents? 

Mr.  Cleary.  Yes. 

The  Vice  Chairman.  Is  that  for  the  purpose  of  helping  you  to 
establish  yourself  locally  and  get  business  and  tie  in  with  the  com- 
munity or  for  the  purpose  of  security  with  your  organization? 

Mr.  Cleary,  I  don't  know  what  discussions  resulted  in  the  policy, 
Judge. 

The  Vice  Chairman.  But  I  imagine  you  know  why  you  do  it. 

Mr.  Cleary.  The  practice  was  established  long  before  I  had  any 
connection. 

The  Vice  Chairman.  Then  I  will  ask  you  why  do  you  continue. 

Mr.  Cleary.  Because  we  think  it  is  good  policy. 

The  Vice  Chairman.  That  is  what  I  thought. 

Mr.  Ges'ell.  Mr.  Cleary,  apart  from  lawyers  and  banks,  we  will 
come  back  to  that  in  a  moment,  does  your  company  to  your  knowledge 
do  any  business  with  any  company  with  which  one  of  its  directors 
interlocks? 

Mr.  Cleary.  We  have. 

Mr.  Gesell.  What  type  of  cases  have  those  been?  Apart  from 
investments,  have  you  done  any  business?  We  will  come  to  the 
question  of  investments  in  a  second.  You  have  bought  supplies  and 
that  type  of  thing? 

Mr.  Cleary.  No;  so  far  as  I  am  able  to  determine.  As  the  result  of 
a  rather  careful  check,  no  director  of  the  company  and  no  officer  of 
the  company  is  connected  with  an  organization  from  wliich  we  buy 
supplies,  and  we  buy  great  quantities,  of  course,  of  paper,  labor-saving 
machinery  and  other  equipment  and  supplies  for  the  home  office. 

Mr.  Gesell.  Now,  you  have  occasionally 

The  Vice  Chairman  (interposing).  I  don't  believe  he  fully  answered 
your  question.  Is  there  anything  further  on  that  point.  You  asked 
a  rather  important  question. 

Mr.  Gesell.  We  asked  in  respect  to  supplies.  What  about  ad- 
vertising? Have  you  given  advertising  business  to  anyone  connected 
through  an  interlocking  directorship? 

Mr.  Cleary.  Not  at  all;  no  connection. 

Mr.  Gesell.  Have  you  given  any  of  your  casualty  insurance, 
fire  insurance,  or  other  forms  of  miscellaneous  lines  of  insurance  to  any 
company  with  which  your  board  interlocks? 

Mr.  Cleary.  We  do  no  business  directly  with  any  company. 

Mr.  Gesell.  With  which  your  company  interlocks? 

Mr.  Cleary.  No. 

The  Vice  Chairman.  Do  you  do  business  mth  local  agents  repre- 
senting companies  on  which  you  have  directors. 

Mr.  Cleary.  I  think  we  have  two  directors  who  are  also  directors 
of  the  Northwestern  National  Fire  Insurance  Co.  It  is  probably 
that  some  of  the  agents  to  whom  we  give  business  have  placed  some 
with  the  Northwestern  National  Fire. 
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Mr.  Gesell.  In  the  case 

The  Vice  Chairman  (interposing:).  Let's  clear  that  up.  But  in 
that  case  you  do  not  have  your  business  WTitten  by  an  agent,  having 
in  mind  that  he  may  be  doing  that  business  with  this  company? 

Mr.  Cleary.  Not  at  all. 

Mr.  Gesell.  In  the  case  of  the  bank  deposits,  am  I  correct  in  saying 
that  your  company  has  six  principal  bank  deposits  at  the  present 
time?  1 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  You  have  two  in  Milwaukee  with  tlie  First  Wisconsin 
National  Bank  and  the  Marine  National  Exchange  Bank.  You  have 
two  in  Chicago  with  the  Northern  Trust  Co.  and  the  First  National 
Bank  of  Chicago.  You  have  two  in  New  Yorlc  wath  the  Bankers 
Trust  Co.  and  tlie  Chase  National  Bank.     Is  tliat  correct? 

Mr.  Cleary.  That  is  correct. 

Mr.  Gesell.  Now,  your  company  interlocks  \\ith  none  of  the  Chi- 
cago or  New^  York  banks,  but  interlocks  with  both  of  the  Milwaukee 
banks. 

Mr.  Cleary.  That  is  correct. 

Mr.  Gesell.  The  interlocking  connection  ^vith  those  two  Mil- 
waukee bfinks  has  occurred  since  the  deposits  were  made  in  those 
banks  by  your  company  originally? 

Mr.  Cleary.  Yes;  that  is  true. 

The  Vice  Chairman.  Let's  catch  those  dates,  if  you  don't  mind. 

Mr.  Gesell.  Am  I  correct  in  saying  that  the  accounts  in  the 
Marine  National  Exchange  Bank  and  the  First  Wisconsin  National 
Bank,  or  their  predecessor  institutions,  are  of  long  standing  and  ante- 
date the  election  of  any  of  your  trustees  who  interlock  with  those 
baidvs? 

Mr.  Cleary,,  That  is  true. 

Mr.  Gesell.  Am  I  also  correct  in  saying  that  your  company  has 
adopted  a  policy  of  maintaining  equal  balances  in  the  Milwaukee, 
Chicago,  and  New  York  banks,  and  have  not  favored  any  bank  as 
opposed  to  any  other  bank? 

Mr.  Cleary.  Substantially  equal  balances;  yes.  There  is  a  daily 
transfer. 

Mr.  Gesell  In  order  to  keep  those  balances  equal.  Is  that 
correct? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  And  you  don't  put  a  particularly  large  deposit  in 
either  of  these  two  Milwaukee  banks  with  which  you  interlock? 

Mr.  Cleary.  No  ;  and  I  may  say  that  we  substantially  are  compelled 
to  use  the  two  Milwaukee  banks.  We  have  three  what  might  be 
termed  large  banks  in  Milwaukee.  We  have  a  small  dormant  account 
with  one.  We  have  active  accounts  with  the  other  two  that  you  have 
mentioned.  That  is  a  necessity  to  our  business,  and  has  been  over 
the  years. 

The  ^'ICE  Chairman.  May  I  ask  a  question  on  that  point?  The 
one  Milwaukee  bank  which  is  also  a  strong  ban]^:,  in  which  j'cu  have 
a  smaller  deposit,  is  that  a  bank  where  there  is  or  is  not  an  interlocking 
directorate? 

Mr.  Cleary.  There  are,  I  think,  two  trustees  who  are  directors  of 
that  smaller  bank;  that  is,  the  bank  with  the  smaller  deposit. 

'  See  "K.thibit  No.  2S'.r',  aprpndix,  p.  1501. 
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Mr.  Gesell.  And  you  have  made  no  deposit  in  that  bank.  You 
have  no  deposit  at  the  present  time? 

Mr.  Cleary.  I  tliink  $100,000.  That  is  a  dormant  account. 
That  is  the  Marshall  &  Ilsley  Bank. 

Mr.  Gesell.  You  have  a  deposit  of  $100,000  there. 

You  interlock  with  all  three  of  the  banks  in  Milwaukee? 

Mr.  Cleary.  That  is  correct. 

Mr.  Gesell.  I  notice  that  in  1938  you  had  $1,736,000  in  the  First 
Wisconsin  National  Bank;  $1,718,000  in  the  Maine  National  Exchange 
Bank;  $1,734,000  in  the  Chase  National  Bank;  $1,572,000  in  the 
Bankers  Trust  Co.;  $1,560,000  in  the  First  National  Bank  of  Chicago; 
and  $1,557,000  in  the  Northern  Trust  Co.  Is  that  close  evenness  of 
deposits  maintained  by  your  company  at  aU  times  as  a  matter  of 
pohcy? 

Mr.  Cleary.  It  is. 

Mr.  Gesell.  I  would  like  to  offer  this  schedule  showing  the  deposits 
maintained  in  these  banks  from  1933  to  193.8  in  the  record  after  it 
has  been  verified  by  Mr.  Cleary.     Is  that  a  correct  schedule? 

Mr.  Cleary.  I  am  willing  to  accept  that  as  correct.  The  figures 
you  read  are  the  average  daily  figures  for  1938  as  I  understand  it. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  289"  and  is 
included  in  the  appendix  on  p.  1591.) 

Mr.  Gesell.  You  keep  these  deposits  even  by  transfer  of  funds  on 
a  daily  basis. 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  You  referred  to  the  fact  that  on  occasion  you  have 
done  some  business  with  law  firms,  members  of  whom  were  directors 
of  the  company. 

Mr.  Cleary.  Tha-t  is  true. 

Mr.  Gesell.  Does  the  schedule  which  I  show  you  reflect  the  total 
amount  of  busmess  of  that  character  that  you  have  done? 

Mr.  Cleary.  Yes,  sir;  it  does. 

Mr.  Gesell.  I  notice  the  fees  are  rather  small.  Was  there  some 
special  reason  why  this  business  was  given  at  all?  What  was  the 
character  of  the  business? 

Mr.  Cleary.  Largely  mortgages  that  came  into  trouble;  occasion- 
ally a  contest  regarding  liability  under  a  policy.  That  is  very  infre- 
quent, however. 

Mr.  Gt^sell.  Was  any  of  this  business  solicited  from  your  company 
by  the  trustees  who  are  also  partners? 

Mr.  Cleary.  I  would  say  no.  Certainly  no  one,  either  the  trustee 
or  the  partners,  in  no  instance,  spoke  to  me,  and  I  can  only  repeat 
Mr.  Swanson's,  the  general  counsel's,  statement  that  none  solicited 
him. 

Mr.  Gesell.  I  wish  to  offer  this  schedule  for  the  record. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  290"  and  is 
incladed  in  the  appendix  on  p.  1591.) 

Mr.  Gesell.  Now  just  in  passing,  Mr.  Cleary,  is  your  company  a 
member  of  the  Association  of  Life  Insurance  Presidents? 

Mr.  Cleary.  No. 

Mr.  Gesell.  Is  there  any  particular  reason  why  your  company 
has  not  joined  that  association? 

Mr.  Cleary.  No.  We  are  a  bit  far  away  g^d  we  maintain  very 
friendly  and  satisfying  contact  with  the  associatimi. 
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Mr.  Gesell.  Are  you  providing  it  with  such  statistical  material  as 
they  want  for  their  studies? 

Mr.  Cleary.  Yes;  always. 

Mr.  Gesell.  I  want  to  ask  you  now  about  your  policyholders' 
examining  committee,  and  ask  you  to  explain  to  the  committee  just 
what  that  policyholders  examining  committee  is  and  how  it  operates. 

Mr.  Cleary.  I  hate  to  inflict  this  voice  on  you  gentlemen,  but  under 
the  bylaws  a  policyholders'  examining  committee  is  chosen  each  year. 
That  committee  is  made  up  of  five  men  who  have  no  connection  what- 
ever with  the  company,  except  the  fact  that  they  are  policyholders. 
Under  the  bylaw  it  is  the  duty  of  this  committee  to  thoroughly  examine 
into  the  plans,  methods,  policies,  and  results  of  the  company.  It  is 
authorized  to  employ  an  audit  company.  It  does  that  each  year,  ex- 
cept in  the  years  when  the  State  insurance  departments  are  examining 
the  company.  The  committee  meets  about  November  1  each  year 
and  its  audit  company  is  put  to  work  promptly.  It  holds  usually 
three  meetings,  running  from  2  to  3  days.  The  audit  company  is  at 
work  continuously,  winding  up  its  task  in  the  neighborhood  of  Janu- 
ary 20,  having  spent  approximately  2K  months  on  the  job. 

Mr.  Gesell.  Well  now  I  want  to  show  you  a  schedule  which  shows 
the  members  of  the  policyholders  examining  committee  since  1929, 
their  occupations,  their  address,  their  age,  and  by  whom  they  were 
suggested,  and  ask  you  whether  that  is  a  correct  schedule?  ^ 

Mr.  Cleary.  That  is. 

Mr.  Gesell.  Now,  I  notice  that  in  addition  to  Wisconsin  repre- 
sentatives of  the  policyholders'  examining  committee  you  have  had 
five  from  New  York,  four  from  Illinois,  three  from  Minnesota,  two  from 
Michigan,  two  from  Missouri,  and  one  apiece  from  Kentucky,  Ari- 
zona, North  Carolina,  Indiana,  California,  Oklahoma,  Pennsylvania, 
Tennessee,  Washington,  Iowa,  Massachusetts,  Ohio,  South  Dakota, 
and  the  District  of  Columbia.  I  gather  from  that  that  you  attempt 
to  distribute  your  committee  around  the  country  to  represent  each 
time  a  different  group  or  different  interest  of  the  policyholders? 

Mr.  Cleary.  That  is  true. 

The  Vice  Chairman.  May  I  ask  a  question  there?  Who  is  it  you 
distribute?     The  members  of  the  committee? 

Mr.  Gesell.  These  are  members  of  the  policyholders'  examining 
committee.  I  notice  that  these  members  have  been  on  occasions 
attorneys,  presidents  of  banks,  ranchers,  deans  of  agricultural  col- 
leges, manufacturers,  business  managers,  professors  of  economics;  do 
you  try  to  obtain  a  broad  vocational  distribution  of  people  on  this 
committee? 

Mr.  Cleary.  We  do. 

The  Vice  Chairman.  What  do  they  do?     How  do  they  do  it? 

Mr.  Gesell.  I  am  covering  that,  Mr.  Chairman,  in  just  a  second. 
Would  you  prefer  to  go  ahead? 

The  Vice  Chairman.  Yes. 

Mr.  Gesell.  This  committee  is  selected  in  what  way? 

Mr.  Cleary.  We  receive  each  year,  I  should  say,  25  to  40  names 
from  agents,  general  agents,  sometimes  a  suggestion  outside  of  the 
agency  force,  of  men  that  would  seem  in  the  eyes  of  this  person  to  fit 
on  this  committee.  Out  of  the  names  that  have,  been  suggested  by 
agents,  trustees,  others,  the  committee  is  chosen  with  the  purpose  of 

>  See  "Exhibit  No.  291",  a:)pendiT,  p.  1592. 
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diversifying  geographically,  diversifying  vocationally,  diversifying  in 
size  of  policyholder  interest. 

Mr.  Gesell;  Now,  is  the  committee  ultimately,  after  these  names 
have  been  suggested,  chosen  by  the  trustees  of  your  company? 

Mr.  Cleary.  Names  are  recommended  to  the  board  of  trustees  by  a 
nominating  committee? 

Mr.  Gesell.  Of  the  trustees? 

Mr.  Cleary.  Of  the  trustees,  and  chosen  finally  by  the  trustees  as 
a  board. 

Mr.  Gesell.  Now,  who  pays  the  expenses  of  this  committee? 

Mr.  Cleary.  The  company. 

Mr.  Gesell.  The  company  pays  tor  the  transportation  of  the 
committee  to  the  meetings,  for  the  audit  of  its  affairs,  for  the  printing 
of  such  material  as  is  necessary,  and  all  of  those  costs? 

Mr.  Cleary.  That  is  true. 

Mr.  Gesell.  What  does  that  run  to,  about,  a  year? 

Mr.  Cleary.  The  audit,  in  the  neighborhood  of  $10,000.  The 
policyholders'  per  diem  and  travel  probably  $2,500,  total,  per  year. 

Mr.  Gesell.  Now,  this  committee  then  meets  in  formal  session, 
does  it  not? 

Mr.  Cleary.  It  does. 

Mr.  Gesell.  It  selects  the  auditor  to  make  the  examination  of  the 
company's  affairs? 

Mr.  Cleary.  It  does. 

Mr.  Gesell.  Does  the  company  in  any  way  attempt  to  dictate 
or  influence  the  selection  of  the  auditor  who  is  to  make  this  examina- 
tion on  behalf  of  the  pohcyholders? 

Mr.  Cleary.  Absolutely  not.  No  suggestion  of  any  kind  is  made 
by  officers  or  trustees.  The  committee  examines  or  interviews 
from  ten  to  a  dozen  different  nationally  known  audit  companies  and 
from  that  list  selects  a  company  to  function  with  it. 

Mr,  Gesell.  I  notice  on  the  list  that  they  have  chosen  in  recent 
years  Peat  Marwick,  Mitchell  &  Co.;  Arthur  Anderson;  HcLskins  & 
Sells;  Price,  Waterhouse  &  Co. ;  Pace,  Gore  &  McLaren;  the  Audit  Co. 
of  New  York,  and  several  other  companies? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  Now,  after  the  auditors  have  been  appointed  by  the 
committee  who  determines  the  specifications  of  the  audit  that  will  be 
made? 

Mr.  Cleary.  The  audit  company  and  the  committee. 

Mr.  Gesell.  Does  the  company  participate  in  any  way  in  deter- 
mining the  type  of  audit  that  is  going  to  be  made  of  its  affairs  on  the 
part  of  the  policyholders^ 

Mr.  Cleary.  Absolutely  no. 

Mr.  Gesell.  Now,  is  it  the  practice  of  tliis  committee  to  sit  in 
formal  sessions? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  Does  the  committee  call  before  it  various _ executives 
and  officers  of  the  company  and  question  them  concerning  the  pohcies 
and  the  operations  of  their  divisions? 

Mr.  Cleary.  It  usually  calls  all  of  the  so-called  senior  officers  and 
many  of  the  junior  officers  for  questioning  and  discussion. 

Mr.  Gesell.  You  mean  they  might  take  the  man  in  the  farm 
mortgage  loan  division  and  call  him  up  and  ask  him  about  the  distri- 
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bution  of  his  loans,  how  they  are  made,  and  how  foreclosures  are 
coming,  things  of  that  character? 

Mr.  Clear Y.  Yes;  and  then  call  in  his  farm  man,  his  city  man,  his 
sales  manager,  and  so  forth',  so  tliat  it  does  not  mean  just  the  head  of 
the  department,  but  major  subordinates  also. 

Mr.  Gesell.  They  go  right  down  into  the  daily  operations  of  the 
company  and  question  people  concerning  the  way  the  company  is 
managed? 

Mr.  Cleary.  That  is  true. 

Mr.  Gesell.  Now,  am  I  correct  in  saying  that  the  auditors  submit 
a  preliminary  report  of  their  findings,  which  is  the  basis  for  considera- 
tion by  the  committee,  and  that  the  committee  then  gives  additional 
instructions  as  to  the  types  of  transactions  which  it  wants  followed 
up  and  more  thoroughly  examined,  and  that  then  a  final  report  is 
submitted  by  the  auditors. 

Mr.  Cleary,  I  understand  that  to  be  the  practice;  yes,  sir. 

Mr.  Gesell.  Now,  does  the  policyholders'  committee  prepare  a 
report  of  its  findings? 

Mr.  Cleary.  They  do. 

Mr.  Gesell.  Is  that  report  sent  to  all  of  the  policyholders? 

Mr.  Cleary.  It  is. 

Mr.  Gesell.  ^Vho  writes  the  report? 

Mr.  Cleary.  The  policyholders'  committee. 

Mr.  Gesell.  The  company  does  not  have  anytning  to  do  with  the 
writing  of  that  report? 

Mr.  Cleary.  Absolutely  not. 

Mr.  Gesell.  Is  that  report  then  sent  at  the  expense  of  the  company 
to  the  policyholders? 

Mr.  Cleary.  It  is.  I  might  add  the  auditors'  ^ort  also  is  sent 
to  the  policyholders. 

Mr.  Gesell.  And  this  is  a  yearly  proposition,  is  it  not? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  Now,  I  notice  from  examining  the  minutes  of  these 
meetings  that  they  discuss  very  varied  problems  and  I  want  to  ask 
you  whether  this  list  which  I  am  about  to  read  you  would  be  generally 
the  type  of  thing  which  the  policyholders'  committee  inquires  into: 
Labor  and  personnel  problems;  policies  in  the  mortgage  loan  field; 
the  management  of  the  real  estate;  the  securities  account;  the  policy- 
holders' ability  to  undei'tetand  the  financial  reports;  the  ability  of 
every  second  man  in  line  in  a  department  to  take  over  the  work  of  his 
superior,  should  his  superior  die  or  be  removed;  the  interest  rates  on 
policy  loans,  the  reorganization  of  the  comptroller's  department;  the 
maximum  single  safe  investment  which  the  company  may  make;  the 
agency  problem;  the  relations  of  the  managers  to  the  agents  and  their 
compensation;  the  advertising  budget;  the  limitations  and  the  amount 
of  F.  H.  A.  loans  to  $10,000,000;  the  fees  for  medical  examination; 
substandard  risks;  genera]  agents'  loans  and  amounts  thereof  to  the 
company;  the  salaries  of  the  officers  and  clerks;  the  acquisition  cost  of 
insurance;  the  efficiency  expert  surveys  into  management  of  the  com- 
pany; the  loading  of  premiums  and  mortality  experience;  real  estate 
for  foreclosures;  pension  plans — things  of  that  character? 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  They  go  into  it  rather  thoroughly,  do  they  not? 

The  Vice  Chairman.  How  long  does  it  take  to  work  through  that 
agenda? 
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Mr.  Cleary.  The  committee  itself  is  there  three  times,  usually 
from  2  to  3  days  each  time. 

The  Vice  Chairman.  Two  to  three  times  a  year? 

Mr.  Cleary,  From  November  1  to  January  20,  approximately. 

The  Vice  Chairman.  You  mean  they  come  and  then  go  back  home 
and  come  again? 

Mr.  Cleary.  Yes;  the  audit  company  is  on  the  job  continually. 

The  Vice  Chairman.  They  come  in  and  put  the  auditor  on  the  job, 
do  they,  and  do  they  attend  to  any  other  business  when  they  come  the 
first  time? 

Mr.  Cleary.  Usually  they  call  in  several. 

They  call  in  several  officers.  In  recent  years  of  course  they  have  put 
emphasis  upon  the  investment  departments. 

The  Vice  Chairman,  Now,  may  we  get  back — I  want  to  get  this  a 
Uttle  more  clearly  in  my  mind.  As  these  people  come  from  the  body 
of  your  poUcyholders,  they  are  recommended  in  the  first  instance  by 
your  agent  in  the  field  who  believes  that  this  man  John  Smith  or  Bill 
Brown  might  be  a  good  man  on  the  committee? 

Mr,, Cleary.  Yes;  largely. 

The  Vice  Chairman.  Do  you  make  some  independent  selection? 
Do  your  trustees  make  any  independent  selection? 

Mr.  Cleary.  Oh,  we  get  suggestions  from  officers,  trustees,  some- 
times from  other  sources. 

The  Vice  Chairman.  Well,  my  question  was  do  you  make  any  in- 
dependent determinations  outside  of  the  recommendations  that  come 
in  from  the  field? 

Mr.  Cleary,  Oh,  indeed;  we  check  up  on  these. 

The  Vice  Chairman.  I  did  not  ask  you  about  the  check;  I  asked  if 
you  make  independent  determinations  as  distinct  from  those  that  come 
in  from  your  agents  in  the  field. 

Mr.  Cleary.  You  mean  do  we  consider  names  other  than  those 
suggested? 

The  Vice  Chairman.  Yes;  the  names  that  are  suggested  to  the  in- 
dividual members  of  your  trustees. 

Mr.  Cleary.  Oh,  yes;  we  do. 

The  Vice  Chairman.  What  percentage  of  this  group  of  people, 
what  is  the  answer  now? 

Mr.  Cleary.  One  member  of  this  committee  is  always  chosen  in 
conference  with  or  at  the  suggestion  of  the  insurance  commissioner  of 
the  State.     That  is  one  outside. 

The  Vice  Chairman.  One  man  comes  in  representing  the  insurance 
commissioner? 

Mr.  Cleary.  Partly  so. 

The  Vice  Chairman.  The  big  partly  so,  too,  is  it  not?  I  am  just 
trying  to  get  the  picture. 

Mr.  Cleary.  He  is  either  suggested  by  or  selected  in  conference 
with  the  commissioner  so  that  he  is  semipubHc. 

The  Vice  Chairman.  Then  there  are  members  of  this  group  who 
are  selected  from  recommendations  that  are  made  by  individual  mem- 
bers of  the  trustees? 

Mr.  Cleary.  Yes. 

The  Vice  Chairman.  What  percentage  would  that  be? 

Mr.  Cleary.  Oh,  I  should  say  a  small  percentage. 
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The  Vice  Chairman.  But  they  are  not  small  in  influence  when 
seated  with  the  group  usually,  are  they? 

Mr.  Cleary.  Which,  who? 

The  Vice  Chairman.  Those  who  are  selected  by  the  trustees? 
I  mean  do  you  not  have  to  have  somebody  who  knows  the  general 
run  of  your  business  pretty  well  when  these  men  get  up  there? 

Mr."  Cleary.  In  recent  years  we  have  a  holdover,  one  or  two 
holdover  members,  so  as  to  permit  the  committee  to  start  functioning 
promptly  and  with  more  direction.  From  this  list,  Judge,  I  would 
say  that  a  large  percentage  of  the  men  chosen  are  first  suggested  by 
agents  in  the  field. 

The  Vice  Chairman.  How  many  constitute  the  group?  How 
many  persons? 

Mr.  Cleary.  Each  committee? 

The  Vice  Chairman.  Yes;  each  group   as  it  meets,   how  many 


Mr.  Cleary.  Five. 

The  Vice  Chairman.  I  do  not  believe  I  understand.  There  are 
only  five  of  these  representatives  of  the  policyholders  who  meet 
together? 

Mr.  Cleary.  The  committee  consists  of  five  members. 

The  Vice  Chairman.  Now,  that  five — there  is  one  that  represents 
the  insurance  commissioner  in  part  at  least? 

Mr.  Cleary.  Yes. 

The  Vice  Chairman.  And  there  are  some  that  come  up  from  the 
body  of  the  policyholders  upon  recommendations  made  in  the  field? 

Mr.  Cleary.   (Nods  his  head.) 

The  Vice  Chairman.  What  percentage  of  that  five  would  they  be 
in  the  ordinary  run  of  things? 

Mr.  Gesell.  I  might  help  you. 

The  Vice  Chairman.  I  would  rather  the  witness  would  help  me. 

Mr.  Gesell.  We  have  an  exhibit  which  shows  every  policy- 
holders committee  since  1929. 

The  Vice  Chairman.  Just  wait  a  minute.  I  am  taking  care  of 
this  myself  right  now. 

Mr.  Cleary.  I  shovld  say  that  an  average  of  three  of  each  com- 
mittee is  chosen  as  the  result  of  a  suggestion  by  the  agency  force,  that 
is  three  of  the  five.  One  through  the  insurance  department  contact, 
the  other  through  suggestion  of  trustee,  officer,  or  otherwise. 

The  Vice  Chairman.  That  gives'  us  a  pretty  clear  picture  of  the 
construction  of  that  personnel,  and  how  many  of  the  five  that  assemble 
are  usually  holdovers  from  some  preceding  group? 

Mr.  Cleary.  One. 

The  Vice  Chairman.  That  gives  you  four  new  persons  each  time? 

Mr.  Cleary.  Yes. 

Mr.  Hinrichs.  Is  the  holdover  now  the  one  who  is  characteristic- 
ally suggested  by  the  trustees  or  oflBcers? 

Mr.  Cleary.  No. 

The  Vice  Chairman.  I  was  going  to  ask  that.  What  I  want  to 
know  is — well,  the  same  thing.     Who  determines  the  hold-over? 

Mr.  Cleary.  In  other  words,  how  is  the  hold-over  member  deter- 
mined upon? 

The  Vice  Chairman.  That  is  the  next  thing  in  the  picture. 
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Mr.  Cleary.  In  many-  cases  it  is  a  question  of  elimination,  of 
getting  a  member  of  last  year's  committee  to  consent  to  serve  again; 
in  some  cases  such  as  the  last  2  or  3  jears,  we  have  chosen  the  Mil- 
waukee member,  and  I  might  say  there  is  always  a  Milwaukee  member. 
It  is  practically  a  necessity  to  keep  in  constant  touch  with  the  auditors, 
with  the  company,  and  with  the  other  members  of  the  committee 
while  they  are  back  home  between  meetings.  I  do  not  know  that  I 
could  be  specific  as  to  any  policy;  it  is  largely  a  question  of  who  is 
wilUng  to  serve,  who  has  shown  the  type  of  interest  that  would  make 
him  a  good  hold-over  member. 

The  Vice  Chairman.  Who  determines  whether  he  would  be  a  good 
hold-over  member  or  not? 

Mr.  Cleary.  Oh,  I  suppose  largely  the  officers  of  the  company, 
because  they  are  the  ones 

The  Vice  Chairman.  Could  you  eliminate  the  word  "suppose,"  or 
not? 

Mr.  Cleary.  I  will  do  that;  yes. 

Representative  Reece.  While  you  were  being  interrogated  I 
glanced  at  the  poUcyholders'  committees  for  a  number  of  years  and 
it  appeared  to  me  that  there  had  been  no  hold-overs  until  the  last  3 
years. 

Mr.  Cleary.  I  think  a  Uttle  further  back  than  that,  Mr.  Congress- 
man. 

Mr.  Cleary.  The  bylaw  was  amended,  as  I  recall,  in  1933,  pro- 
viding for  the  hold-over,  and  on  the  1933  committee  Mr.  Dempsey, 
who  had  served  on  the  1932  committee,  held  over.  That  was  the 
first  hold-over. 

Mr.  Frank.  Mr.  Gesell,  may  I  ask  whether  the  questionnaire  in- 
dicated that  any  other  insurance  company  of  comparable,  size  has  a 
similar  committee,  or  anything  of  similar  character. 

Mr.  Gesell.  I  know  of  none.     Do  you  know  of  any,  Mr.  Cleary? 

Mr.  Cleary.  I  do  not;  no. 

Mr.  Gesell.  I  would  like  to  offer  for  the  record  this  schedule 
showing  the  composition  of  the  policyholders'  examining  committee 
for  '29  to  '38,  their  occupation,  their  address,  their  age,  and  who  they 
were  suggested  by. 

(The  schedule  referred  to  was  marked  "Exhibit  No.  291"  and  is 
included  in  the  appendix  on  p.  1592.)    ,  •  .  . 

Representative  Reece.  May  I  ask  if  the  Wisconsin  law  requires 
such  a  committee? 

Mr.  Cleary.  It  does  not.     It  is  a  voluntary  committee. 

Mr.  Gesell.  This  is  a  matter  of  company  pohcy  entirely,  is  it,  Mr. 
Cleary? 

Mr.  Cleary.  It  is. 

Mr.  Gesell.  Is  this  document  I  show  you  the  form  of  report  which 
was  sent  by  the  policyholders'  committee  to  the  policyholders  at  the 
end  of  their  audit  in  '38. 

Mr.  Cleary.  Yes. 

Mr.  Gesell.  I  wish  to  offer  it  for  the  record. 

(The  report  referred  to  was  marked  "Exhibit  No.  292"  and  is  in- 
cluded in  the  appendix  on  p.  1595.) 

Mr.  Gesell.  Now,  in  view  of  the  recent  questions  let  me  ask  you 
this:  Does  the  company  prepare  some  kind  of  set  program  for  this 
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policyholders'  committee  when  they  meet,  so  it  all  runs  off  like  clock- 
work, or  does  the  poUcyholders'  committee  itself  determine  what  it 
wants  to  go  into  and  what  it  is  interested  in? 

Mr.  Cleary.  The  company  in  no  way  attempts  to  prepare  for  or 
suggest  to  this  committee  its  program. 

Mr.  Gesell.  May  1  ask  you  this:  Do  you  feel  that  this  procedure 
which  your  company  has  adopted  results  in  putting  an  effective  check 
upon  each  man  in  your  company  which  he  has  in  the  back  of  his  head 
at  all  times  as  he  conducts  the  day  to  day  business  of  the  company? 
.  Mr.  Cleary.  I  have  said  a  good  many  times  that  we  are  not  per- 
mitted to — decide  that  we  own  the  company.  We  are  kept  con- 
scious of  the  fact  that  we  are  hired  men  up  there  and  that  the  policy- 
holders are  the  boss.  These  fellows  put  us  through  real  examinations 
with  reference  to  what  we  are  doing,  how  we  are  doing  it,  what 
results  we  are  getting,  why  we  aren't  doing  something  different. 

Mr.  Gesell.  In  conclusion  I  would  like  to  offer  for  the  record  the 
minutes  of  the  meetings  of  the  examining  committee  of  policyholders 
of  the  Northwestern  Mutual  Life  Insurance  Co.  held  in  connection 
with  the  examination  in  1938. 

(The  minutes  referred  to  were  marked  "Exhibit  No.  293"  and  are 
included  in  the  appendix  on  p.  1635.) 

Mr.  Gesell.  I  have  no  further  questions  of  this  witness. 

Mr.  HiNRicHS.  Mr.  Cleary,  you  made  it  very  clear  that  you  tried  to 
avoid  any  kind  of  interlocking  relationship  between  your  trustees  and 
the  business  activities  of  the  company.  In  the  process  of  eliminating 
people  who  might  have  an  interlocking  interest,  has  it  ever  been 
necessary  for  you  to  turn  down  a  man  that  you  regarded  as  superbly 
qualified  and  accept  somebody  whose  qualifications  seemed  to  you  to 
be  inferior  to  those  that  you  could  have  had  if  it  were  not  for  that 
interlocldng  relationsliip? 

Mr.  Cleary.  I  wouldn't  say  that.  My  experience  is  that  there  is 
no  superman.     You  can  always  find  a  duplicate, 

Mr.  HiNRicHs.  That  leads  me  to  another  question.  Do  you  feel 
that  this  policy  of  yours,  of  avoiding  interlocking  directorates,  could 
be  successfully  applied  14  or  15  or  16  times  over  in  building  a  similar 
Board  of  Trustees  provided  the  policy  were  carried  out  not  instan- 
taneously, but  over  a  period  of  time?  It  is  a  question  of,  are  there  a 
sufficiently  large  number  of  men  avaOable  whose  interests  don't 
interlock?  Would  it  be  your  judgment  that  this  same  policy  could  be 
applied  in  many  other  situations  of  companies  of  your  size  or  larger? 

Mr.  Cleary.  Well,  of  course,  I  am  just  guessing.  I  should  think  it 
could  be. 

Mr.  Gesell.  May  I  ask  you  this  one  other  question  right  along  that 
line.  Is  it  not  a  fact -that  on  several  occasions  a  vacancy  on  your 
Board  of  Trustees  has  been  filled  by  a  man  who  Had  previously  served 
as  a  member  of  the  pohcyholders'  committee,  and  that  the  policy- 
holders' committee  in  a  way  is  turning  out  to  be  a  proving  groimd  for 
directors? 

Mr.  Cleary.  That  is  true. 

Mr.  Gesell.  I  have  no  further  questions. 

The  Vice  Chairman.  Are  there  any  further  questions? 

Mr.  Patterson.  Do  you  suppose  that  your  trustees  are  satisfied 
rather  completely  with  this  Wisconsin  law? 

Mr.  Cleary.  In  what  respect? 
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Mr.  Patterson.  As  to  its  provisions  in  protecting  you.  Do  you 
like  the  Wisconsin  law? 

Mr.  Cleary.  I  do.  I  think  our  trustees  generally  are  in  sympathy 
with  it.     I  have  heard  no  complaints  against  it. 

Mr.  Patterson.  Have  you  ever  had  suggestions  from  the  trustees 
that  the  law  might  be  amended?, 

Mr.  Cleary.  Not  so  far  as  I  can  recall. 

Mr.  Gesell.  Does  the  Wisconsin  law  prescribe  qualifications  for 
trustees? 

Mr.  Cleary.  They  must  be  policyholders,  must  have  been  a 
policyholder  for  at  least  1  year  and  own,  as  I  recall,  not  less  than  a 
$1,000  policy. 

Mr.  Gesell.  Those  are  the  only  qualifications? 

Mr.  Cleary.  The  only  qualifications,  further,  that  at  least  half 
must  be  residents  of  the  State. 

Mr.  Patterson.  Between  meetings  of  your  board  you  have  an 
executive  committee  that  acts  with  full  power? 

Mr.  Cleary.  With  certain  limitations — election  of  ofl&cers,  amend- 
ment of  the  bylaws. 

Mr.  Patterson.  The  usual  hmitations,  but  they  really  run  the 
company. 

Mr.  Cleary.  They  run  the  company. 

Mr.  Patterson.  Mr.  Cleary,  I  may  have  missed  it,  but  what  is 
the  compensation  of  your  trustees? 

Mr.  Cleary.  As  a  trustee,  $25  per  diem  plus  expenses  for  attend- 
ing trustees'  meetings.  The  executive  committee  member  gets 
$2,500  per  year.  The  finance  committee  member,  who  meets  regu- 
larly at  least  twice  a  week  and  as  often  in  addition  to  that  as  there  is 
occasion,  gets  $6,000  a  year.  No  officer,  of  course,  receives  any 
compensation  for  service  on  committees  other  than  his  fixed  salary. 

Mr.  Patterson.  Then  these  trustees  really  have  Hfe  "jobs  unless 
they  are  weeded  out  by  absence  as  prescribed  by  the  Wisconsin  law, 
or  for  the  reasons  that  you  gave  this  morning? 

Mr.  Cleary.  By  and  large,  that  is  true. 

Mr.  O'Connell.  Mr.  Cleary,  would  it  be  fair  to  say  that  the  testi- 
mony that  we  have  Ustened  to  this  morning,  and  your  opinion,  is 
that  your  company  is  an  example  of  a  mutual  company  in  which, 
well,  let's  say,  mutuality  actually  works,  and  one  which  would  tend 
to  indicate  that  there  is  nothing  inherently  impossible  about  the 
operation  of  a  mutual  company  in  the  broad  sense  that  I  am  speaking 
jof,  one  in  which  the  mutuality  works?  I  have  had  a  feeling  that  the 
testimony  that  you  have  given  this  morning  and  the  exposition  of  the 
way  your  company  actually  operates  is  somewhat  in  contrast  to  some 
of  the  material  we  have  been  hearing  a  little  bit  about  before,  and  I 
wonder  if  you  would  think  it  a  fair  statement  that  your  company  is 
one  of  a  type  I  have  suggested. 

Mr.  Cleary.  I  wouldn't  like  to  make  comparisons,  and  I  do  not 
make  comparisons.  We  believe  that  our  set-up  is  practical,  that  it 
functions  efficiently,  that  it  does,  in  as  large  a  degree  as  possible, 
recognize  the  fact  of  mutuaUty. 

Mr.  O'Connell.  Tkank  you. 

Mr.  Gesell.  I  have  no  further  questions. 
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Representative  Reece.  Do  the  policyholders'  committees  fre- 
quently make  suggestions  with  reference  to  the  pohcy  and  conduct 
of  the  company? 

Mr.  Cleary.  Yes,  yes.  I  think  it  might  be  more  accurate  to  say 
they  inquire  into,  in  detail,  such  matters  as  the  dividend  pohcy  of  the 
company,  the  investment  policy  as  it  applies  to  securities,  to  mort- 
gages, policies  of  management  in  case  of  trouble  in  the  bonds,  in  the 
mortgages.  I  think  it  would  be  accurate  to  say  that,  by  and  large, 
they  have  not  been  critical  of  the  program  when  they  have  probed 
into  it;  but  they  do  with  frequency  make  suggestions,  sometimes  in 
writing,  for  transmission  to  the  board  of  trustees,  sometimes  where 
the  suggestions  are  more  or  less  routine  by  bringing  the  officer,  in 
whose  department  the  suggestion  applies,  in  before  the  committee 
and  discussing  it  with  him  and  making  the  suggestion  directly  to  him. 

Mr.  Berge.  May  I  ask,  are  those  suggestions  sometimes  in  the 
direction  of  recommending  some  changes  in  policies  or  practices  of 
the  company? 

Mr.  Cleary.  Oh,  yes;  with  some  frequency. 

Mr.  Berge.  And  those  suggestions  are  sometimes  followed,  or 
often  followed? 

Mr.  Cleary.  Often  followed,  sometimes  rejected  because  of  the 
unworkability — the  theory  sounds  fine,  but  in  practice  it  sometimes 
won't  work. 

Mr.  Berge.  But  they  are  taken  seriously  by  the  management? 

Mr.  Cleary.  They  are. 

The  Vice  Chairman.  That  is  a  field  I  want  to  explore  a  little  bit  my- 
self. This  committee,  of  course,  is  interested  primarily  in  finding  out 
the  facts,  and  we  asked  you  gentlemen  here  to  help  us.  That  is 
what  we  want.  As  one  member  of  the  committee,  I  can  appreciate 
the  very  great  difficulty  of  a  scattered  lot  of  policy-holders,  maybe 
running  up  around  several  hundred  thousand,  really  and  actually 
controlling  a  business  centered  away  off  somewhere,  dealing  in  amounts 
of  tremendously  big  figures,  and  running  the  detaUs  of  management. 
Has  any  important  suggestion  come  up  to  the  management  from  the 
source  indicated  which  the  management  has  adopted? 

Mr.  Cleary.  I  think  so.  Judge.  You  take  the  committees  for  the 
last  4  or  5  years  have  raised  the  question,  discussed  it  with  the  officers, 
of  so-called  jumbo  loans,  putting  too  much  money  in  one  spot,  either 
in  a  mortgage  or  in  a  bond  issue,  urged  the  importance  of  diversifica- 
cation.  In  considerable  degree  the  committee  miofht  be  credited 
with  an  expansion  of  research  in  connection  with  security  investments, 
security  holdings,  and  so  forth.  Frequently  they  make  studies  of  that 
kind  and  suggestions. 

The  Vice  Chairman.  You  mean,  if  1  may  interrupt,  that  it  had  not 
occurred  to  the  management,  the  wisdom  of  distributed  invest- 
ments and  loans? 

Mr.  Cleary.  Oh,  there  is  no  question  about  it  having  occurred  to 
the  management,  but  probably  made  somewhat  more  specific  in 
the  mind  of  the  management  as  a  result  of  these  men's  discussion 
of  it,  and  an  expression  of  their  views. 

The  Vice  Chairman.  Well,  now,  this  group,  this  advisory  board, 
is  suggested  by  your  employees  in  the  field ;  it  comes  from  the  managing 
agency  of  the  Government  in  your  State;  or  comes  from  the  officers 
•of  the  company.     I  can  soo  tlie  vahie  of  getting  people  in  the  field,  and 
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that  might  contribute  something  to  making  effective  the  mutual 
features  of  your  organization.  But  before  you  leave,  and  we  are 
closing  this  part  of  it  soon,  I  haven't  myself  as  an  individual  member 
come  to  any  conclusion  as  to  how  a  really  effective,  workable  ma- 
chinery could  be  put  into  operation  which  would  actually  give  this 
distributed  body  of  policyholders  the  power  to  control  the  manage- 
ment of  a  mutual  concern,  and  I  am  not  certain  that  if  they  had  the 
power  they  could  wisely  exercise  it.  Those  are  the  things  that  present 
themselves  to  my  mind. 

Now,  one  company  can  do  it  one  way  and  another  do  it  another 
way.  You  have  this  advisory  group  that  comes  from  these  sources 
indicated  and  somebody  else  doesn't  have  them,  but  the  great  big 
diflficulty  stands  in  my  mind,  even  at  the  conclusion  of  this  very 
illuminating,  helpful  presentation,  how  can  these  poUcyholders  really 
control  under  any  plan?  I  feel  we  are  all  indebted  to  the  gentlemen 
of  the  insurance  companies  and  others  who  have  come  here  during 
this  hearing.     This  has  been  a  good  presentation. 

I  understand  that  this  phase  of  the  investigation  is  now  concluded 
and  it  is  not  certain  when  the  committee  will  resume.  It  will  de- 
termine that  later  and  then  will  resume  at  the  call  of  the  Chair.  I 
understand  that  is  the  announcement  which  it  is  desired  that  I  make. 

(Whereupon,  at  12:05  p.  m.,  an  adjournment  was  taken  pursuant 
to  the  call  of  the  chairman.) 
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Exhibit  No.  215 

[Prepared  by  the  Securities  and  Exchange  Commission  insurance  study  staff] 

Life  Insurance  in  Force  Throughout  the  World 

[Monetary  units  of  foreign  countries  converted  to  equivalents  in  thousands  of  dollars] 


Companies  of— 

Dec.  31, 1936 

Dec.  31,  1937 

Companies  ot— 

Dec.  31,  1936 

Dec.  31,  1937 

United  States  i 

$104, 667, 206 

7,172.444 

102, 966 

179. 186 

51,850 

24, 368 

16,  757 

5,894 

K-,  290,  297 

7, 334.  cm 

2,891,422 

2.004.470 

1,  953, 109 

1,741.351 

1,  556,  556 

544,081 

468, 604 

405,758 

385, 201 

$109,  572, 451 
7.  349, 276 

Finland 

Poland ' 

J245, 839 
136,389 

M')2,000 
71,  058 
57,  222 

26^040 
23, 049 
4,971,289 
726,012 
154, 258 

981,928 
1, 393, 807 

542, 583 
6,729,808 

Canada 

Mexico' 

Brazil' 

Rumania '_      .... 

$78, 025 

Chile 

67,  227 

Bulgaria ' 

61,681 

Peru' 

6,565 
16,789,824 
7,919,400 
2,096,253 

United  Kingdom 

ja°panL.'::::::::::::: 

6,  584, 3.55 

India 

France 

Java' 

138, 641 

Union      of      South 
Africa'..- 

Italy*      

1.5^0,480 
1,  3r.fi,  257 
1, 001,  903 

Switzerland 

Australia « • 

Sweden 

Neu  Zealand' 

0  iher  countries  » 

Total 

Austria 

164,000,000 

Czechoslovakia..  .... 

351,513 

•  Not  including  Oovornment  war-risk  insurance. 

'  Amounts  cover  insurance  in  force  on  lives  of  residents  of  country  in  both  domestic  and  foreign  com- 
panies. For  all  other  countries,  amounts  cover  insurance  in  force  in  domestic  companies  including  their 
foreign  business. 

'  Including  Government  insurance. 

'  Estimated  on  basis  of  amounts  of  other  years. 

»  Estimated  at  from  4  percent  to  5  percent  of  the  world's  total. 

Sources:  Special  reports  received  through  the  courtesy  of  the  U.  S.  Department  of  Commerce,  oflScial 
publications  of  foreign  countries,  and  foreign  and  domestic  trade  publications. 


Exhibit  No.  216 

[Chart  based  on  following  statistical  data  appears  in  text  on  p.  1169] 

Classes  of  Life  Insurance  in  Force  1900-37 

[.^mounts  In  billions  of  dollars] 

Figures  include  domestic  and  foreign  business  of  United  States  companies 
but  do  not  include  operations  of  the  Veterans'  Bureau  or  United  States  business 
of  foreign  companies. 


Year 

Am.ounts 

Percentages 

Ordinary 

Industrial 

Group 

Total 

Ordinary 

Industrial     Group 

Total 

1900 

7.1 
13.2 
135.1 
79.7 
70.1 

1.5 
3.2 
7.2 
18.3 
20.6 

8.6 

16.4 
42.3 
107.9 
109.6 

82.6 

80.5 

183.0 

73.8 

17.4    

100 

1910 

19.5       

100 

1920 

"V. 

12.9 

17.0          (>) 
17.0              0.2 
18.8             11.8 

100 

1630       .     .       . 

100 

1937 

100 

•  Group  Insurance  was  included  with  ordinary  in  1920.    It  is  estimated  that  the  amount  so  Included  In 
1920  was  $1.6  billions. 


Sources:  Statistical  Abstract  of  the  United  States  and  Spectator  Year  Book. 
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Exhibit  No.  217 
[Chart  based  on  following  statistical  data  appears  in  text  on  p.  U73] 

LIFE   INSURANCE   IN  FORCE   AND   POPULATION  IN   THE   UNITED  STATES   1890-1938 

Population  in  continental  United  States  at  decennial  periods,  annual  estimates  since 
19S0;  amount  of  life  insurance  policies  in  force  at  10-year  intervals,  annual  totals 
as  of  Dec.  SI,  after  1930 


Years 

Population « 

Insurance  In 
force  • 

Years 

Population » 

Insurance  in 
force » 

1890 

62, 900,  000 
70, 000, 000 
92,  000, 000 
105,  700,  000 
122,800,000 
124, 100, 000 

$4, 100, 000, 000 
8,  600, 000.  000 
Ifi,  400, 000, 000 
42,  300,  000,  000 
107, 900,  000, 000 
108, 900, 000, 000 

1932 

124,  800,  000 
125,700,000 

126,  400, 000 

127,  200,  000 
128,400,000 
129,  300, 000 

$103,  200, 000, 000 

1900 

1933 

98, 000, 000. 000 

1910       

1934 

98,  500, 000, 000 

1920 

1935 

100,  700, 000, 000 

1930 

1930 

104,  700,  000, 000 

1931 

1937 

109,  600, 000, 000 

»  Bureau  of  the  Census,  Department  of  Commerce,  Statistical  Abstract  of  the  United  States,  1937. 

•  The  Spectator  Insurance  Yearbooks,  Statistical  Abstract  of  the  United  States,  1937.  Figures  include 
domestic  and  foreign  business  of  United  States  companies  but  do  not  include  operation  of  the  Veterans' 
Bureau,  or  United  States  business  of  foreign  companies.  The  number  of  companies  reported  in  Spectator's 
1937  total  was  308.  In  recent  years  these  figures  have  been  as  follows:  1936,  315;  1935,  340;  1934,  313;  1933,  318; 
1832,  328;  1931,  342;  1930,  352. 


Exhibit  No.  218 

[Chart  based  on  following  statistical  data  appears  In  text  on  p.  1177] 

INCOME    AND    EXPENDITURES    OF   LIFE    INSURANCE    COMPANIES,    1865-1937 

Total  income  from  all  sources,  total  premium  income,  and  total  expenditures  for  all 
purposes  for  all  life-insurance  companies  reporting 

[Amounts  in  millions  of  dollars] 


Excess  of 

Excess  of 

Total  In- 

Total ex- 

total in- 

Total In- 

Total ex- 

total In- 

come 

Total 

pendi- 

come 

come 

Total 

pendi- 

come 

Year 

from 

premium 

ture  for 

over 

Year 

from 

premium 

ture  for 

over 

all 

Income 

all  pur- 

total ex- 

all 

Income 

all  pur- 

total ex- 

sources 

poses 

pendi- 
tures 

sources 

poses 

pendi- 
tures 

1865 

25 

22 

11 

14 

1922 

2,149 

1,686 

1,494 

655 

1870 

105 

90 

64 

41 

1923 

2,427 

1,900 

1,693 

734 

1875 

109 

84 

80 

29 

1924 

2,703 

2,122 

1,813 

890 

1880 

80 

65 

69 

11 

1925 

3,018 

2,3S4 

1,936 

1,082 

1885 

112 

84 

86 

26 

1926 

3,330 

2,624 

2,124 

1,206 

1890 

197 

l.W 

134 

63 

1027 

3,673 

2.874 

2.295 

1,378 

1895 

272 

220 

190 

82 

1928 

4,088 

3,146 

2.548 

1,  .540 

1900 

401 

325 

268 

133 

1929 

4,337 

3,350 

2,882 

1,455 

1905 

642 

516 

412 

230 

1930 

4,  594 

3,524 

3,199 

1,395 

1910 

781 

593 

540 

241 

1931 

4,850 

3,661 

3.  53S 

1,312 

1915 

1,043 

784 

769 

274 

1932 

4,653 

^3.504 

3,998 

655 

1916 

1,118 

648 

792 

326 

1933 

4,622 

3,322 

3,917 

706 

1917 

1,249 

929 

846 

403 

1934 

4,786 

3,521 

3,662 

1,  124 

1918 

1,325 

994 

99S 

326 

19.35 

5.072 

3,  692 

3,  593 

1,479 

1919 

1,660 

1,207 

1,106 

454 

1936 

6. 180 

3,  083 

3,518 

1,  662 

1920 

1,764 

1.385 

1,198 

566 

1937 

=       6, 257 

3,702 

3,010 

1,647 

1921 

1,951 

1,537 

1,289 

662 

Sources:  Spectator  Insurance  Yearbooks. 


"Exhibit  No.  219"  appears  in  text  on  p,  1181 
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Exhibit  No.  220 

[Chart  based  on  following  statistical  data  appears  in  text  on  p.  11831 

TOTAL  INCOME  OF  UFE-mSliEANCE  COMPANJES  AND  UNITED  STATES  NATIONAL  INCOME 


Year 

Total  In- 
come '  of 
life-in- 
surance 
companies 
(millions  of 
dollars) 

United 
States  > 
national 
income 
(billions  of 
dollars) 

Percentage 
ratio  of  life- 
insurance 
income  to 

total 
national 
Income 

Year 

Total  in- 
come '  of 
life-in- 
surance 
comoanies 
(millions  of 
dollars) 

United 
States  > 
national 
income 
(billions  of 
dollars) 

Percentaee 
ratio  of  life- 
insurance 
Income  to 

total 
national 
Income 

2.2 
3.6 
6.7 
7.4 
12.1 
18.0 
30.7 
37.1 
68.1 
72.8 

Percent 

1930 

4,594 
4,850 
4,653 
4,822 
4.  7^6 
6,072 
5,180 
5,257 

68.3 
53.8 
40.0 
42.3 
50.1 
63.2 
63.6 
69.8 
3  61.5 

Percent 

8.7 

1931 

9.0 

1870 

1932 

11.6 

1880 

SO 

197 

401 

781 

1,043 

1,764 

3,018 

0.1 
1.6 
2.2 
2.6 
2.8 
2.6 
4.1 

1933. 

10.9 

1890 

1934 

9  6 

1935 

9.3 

1936 

8.2 

1915 

1937 

7.6 

1920 

1938 

1  Sources:  Spectator  Insurance  Yenrbooks. 

•  Table  5  submitted  for  the  record  of  the  hearings  before  the  Temporary  National  Economic  Committee 
by  Dr.  Isador  Lubin,  Commissioner  of  Labor  Statistics,  Department  of  Labor.  Based  upon  estimate* 
made  by  the  Department  of  Commerce,  Kuznets,  and  King;  spliced  into  a  single  reasonably  comparable 
series  by  the  Department  of  Commerce.    See  Hearings,  Part  I,  appendix,  p.  194. 

»  Estimated. 


Exhibit  No.  221 

[Chart  based  on  following  statistical  data  appears  in  text  on  p.  11S9] 

Assets  of  formal  savings  .institutions  in  United  States  {1910-37) 

[In  billions  of  dollars] 


Year 

Life-insurance 
companies,  ad- 
mitted assets  ' 

Mutual-savings 

banks,  total 

assets' 

State  and 

national  banks, 

savings  and 

other  tim.o 

deposits  • 

Building  and 
loan   associa- 
tions, total 
assets* 

1910 

$3,  876 
4,164 
4,409 
4,059 
4,935 
5,190 
5,537 
5,941 
6,475 
6,769 
7,320 

8;652 
9,455 
10,  394 
11,538 
12,940 
14,  392 
1.5. 961 
17, 482 
18,880 
20,160 
20,754 
20. 896 
21,844 
23,216 
24.  874 
26,  249 

$3,652 

(») 
$4,604 
4,796 
4.737 
4,802 
4,862 
5.357 
6,537 
7,153 
8,308 
10, 131 
10, 932 
11,761 

13,  453 

14,  495 
15, 982 
17, 171 
18,051 
19,  745 
19,  315 
19, 273 
18, 186 
14, 241 
ll,3fi5 
11,950 
12,  742 
13,453 
14,  329 

$940 

1911 

1914 

4,319 

1,4S4 

1917 

1918 

1,898 

2,127 

1920                      .  .                     

6,619 
6,040 
6,352 
6,905 
7,365 
7,913 
8,422 
9,011 
9,688 
10,007 
10,295 
11, 192 
11, 134 
10, 967 
11,065 

ll!409 
11,645 

2,634 

1921 

2,891 

1922 

3  343 

1923 

3;  943 

1924 

4,766 

1925 - 

6,509 

1926 

6,334 

1927     

7,156 

1928 

8,016 

1929 - 

8,695 

1930  

8,824 

1931 

si  413 

1932 

7,745 

1933 

6,072 

1934 

6,445 

5,884 

1936 

5,620 

1937 

5,706 

1938 

'  Statistical  Abstract  of  the  U.  S.,  1937,  p.  277,  and  the  Insurance  Yearbook  of  the  Spectator  Co. 

•  Statistical  Abstract  of  the  U.  S.,  1937,  p.  242,  and  the  Annual  Report  of  the  Comptroller  of  the  Currency, 
1937. 

«  Statistical  Abstract  of  the  U.  S.,  1937,  p.  253,  from  American  Bankers'  Association. 

*  Statistical  Abstract  of  the  U.  S.  1937,  p.  257,  from  United  States  Building  and  Loan  League.    From 
1934  on,  institutions  operating  under  a  Federal  charter  are  included. 

»  Not  avftilahle 
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Exhibit  No.  222 

[Chart  based  on  following  statistical  data  appears  In  text  on  p.  11951 
ASSETS  OF  LIFE-INSURANCE  COMPANIES 

Admitted  assets  of  the  16  largest  life-insurance  companies  in  comparison  with  the 
admitted  assets  of  all  308  companies  reporting  as  of  Dec.  31,.  1937 

(Arranged  according  to  size  of  admitted  assets  to  show  extent  of  the  concentration  of  control  In  a  few 


Admitted  assets- 

- 

Company  and  home  office 

In  millions 
of  dollars 

As  a  per- 
centage of 
the  total  of 
308  com- 
panies re- 
porting 

As  a  cumu- 
lative per- 
centage of 
the  total 
30«  com- 
panies re- 
porting 

4,720 
3,584 
2,520 
2,106 
1,349 

18.0 
13.7 
9.6 
8.0 
5.1 

18.0 

2.  Prudential  Insurance  Co.,  Newark,  N.  J _ 

3.  New  York  Life,  New  York 

31.7 
41.3 

49.3 

5.  Mutual  Life,  New  York 

54.4 

14,  279 

54.4 

6.  Northwestern  Mutual,  Milwaukoc,  Wis 

1,178 
914 
855 
CC8 
646 
610 
577 
402 
359 
331 
312 

4.5 
3.5 
3.3 
2.5 
2.5 
2.3 
2.2 
1.5 
L4 
1.3 
1.2 

58  9 

62.4 

8.  John  Hancock  Mutual  Life,  Boston,  Mass.. 

65  7 

9.  Penn  Mutual  Life,  Pliilpdelphia,  Pa 

68  2 

10.  Mutual  Bent'iit  Life,  Newark,  N.  J 

70.7 
73.0 

12.  Aetna  Life,  Hartford,  Conn 

75  2 

76.7 

14.  Union  Central,  Cincinnati,  Ohio 

78.1 

15.  Provident  Mutual,  Philadelphia,  Pa 

79  4 

80.6 

Subtotal 

6.852 

26.2 

21,131 
5,118 

80.6 
19.4 

80.6 

All  other  companies  (292  companies) 

19.4 

26, 249 

100.0 

100.0 

Source:  The  Spectator  Insurance  Yearbook,  1938-39. 

ASSETS  OF  LIFE-INSURANCE  COMPANIES 


Admitted  assets  of  the  25  largest  life-insurance  companies  in  comparison  with  the 
admitted  assets  of  all  308  companies  reporting  as  of  Dec.  31,  1U37 

[Arranged  according  to  location  of  home  office  to  show  extent  of  the  geographical  concentration  of  control] 


Admitted  assets— 

Region 

In  millions 
of  dollars 

As  a  per- 
centage of 
the  total  of 
the  308  com 
panics  re- 
porting 

New  York  City  and  Newark,  N.  J.: 

4,720 
3.584 
2,520 
2,  lOfi 
1,349 
646 

18.0 

Prudential  Insurance  Co.  (Newark,  N.  J.) 

New  York  Life 

13.7 
9.6 

8.0 

5.1 

Mutual  Benefit  Life  (Newark,  N.  J.) 

2.5 

Subtotal  . 

14,925 

56  0 

CONCENTRATION  OF  ECONOMIC  POWER         J 5^5 

Admitted  assets  of  the  85  largest  life-insurance  companies  in  comparison  with  the 
admitted  assets  of  all  308  companies  reporting  as  of  Dec.  31,  1937 — Continued 


Admitted  assets 

Region 

In  millions 
of  dollars 

As  a  per- 
centage of 
the  total  of 
the  308  com- 
panies re- 
porting 

New  England: 

Travelers  Insurance  Co 

914 
855 
610 
577 
402 
312 
227 
223 
196 
176 

3  6 

Aetna  Life 

2  2 

New  England  Mutual 

Phoenix  Mutual  .. 

85 

National  Life 

Subtotal 

4,492 

17  2 

Philadelphia: 

Penn  Mutual  Life 

331 

2  5 

Provident  Mutual 

1  3 

Subtotal 

999 

Ohio  and  Indiana: 

359 
164 
139 

Subtotal 

662 

2.5 

California,  Iowa,  and  Wisconsin: 

Northwestern  Mutual,  Wisconsin.. 

1.178 
227 
216 
170 

4  5 

Pacific  Mutual,  California 

86 

.82 

Subtotal    . 

1,791 

6  8 

Total  (25  largest) 

22,869 
3,380 

87.2 

All  others  (283  companies  wherever  located) . .  .. 

12.8 

Grand  total  (308  companies) 

26,249 

100  0 

Source:  The  Spectator  Insurance  Yearbook,  1938-30. 


Exhibit  No.  223 

[Source:  Report  of  the  Joint  Committee  of  the  Senate  and  Assembly  of  the  State  of  New  York  appointed 
to  Investigate  the  Affairs  of  Life  Insurance  Companies,  February  22,  1906.  State  of  New  York  Assembly 
Doc.  No.  41,  pp.  392-396] 

Limitations  of  New  Business 

The  business  of  the  Mutual,  the  Equitable,  and  the  New  York  Life  has  grown 
beyond  reasonable  limits.  Notwithstanding  the  fact  that  they  have  long  since 
passed  the  point  where  further  enlargement  can  benefit  their  policyholders,  they 
have  resorted  to  every  effort  to  obtain  new  business,  regardless  of  the  expense 
which  is  reflected  in  diminishing  dividends.  Fearful  of  losing  prestige,  the  chief 
concern  of  each  has  been  to  keep  up  with  the  others.  Extravagant  commissions 
have  been  paid  and  these  have  been  supplemented  by  liberal  bonuses  and  prizes. 
Clubs  have  been  formed,  conventions  held,  and  money  lavishly  expended  for  the 
entertainment  of  agents  to  excite  them  to  their  utmost  endeavor.  Some  have 
sought  to  justify  this  mistaken  course  by  the  claim  that  they  were  fulfilling  a  duty 
in  distributing  broadcast  the  benefits  of  life  insurance.  Much  has  been  due  to 
pride  of  growth  and  zeal  for  impressive  totals,  while  the  huge  accumulations  of 
the  companies  and  the  great  responsibilities  involved  in  their  management  have 
furnished  pretexts  for  increased  salaries  and  extravagant  administration. 
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Not  only  has  the  rivalry  of  the  three  companies  proved  detrimental  to  them- 
selves, but  it  has  acted  as  a  spur  to  the  smaller  companies,  which,  to  keep  their 
footing,  have  been  compelled  to  make  outlays  disproportionate  to  their  abilities. 
There  will  be  no  proper  reform  of  the  insurance  business  unless  these  wasteful 
measures  are  stopped. 

The  growth  of  the  three  companies  has  long  been  a  matter  of  grave  concern  to 
students  of  insurance  conditions.  No  useful  purpose  will  be  served  by  their 
becoming  larger.  Their  membership  is  so  large  and  their  resources  are  so  vast 
as  to  make  the  question  of  responsible  control  and  conservation  management  one 
of  extreme  difficulty,  and  their  magnitude  if  permitted  to  grow  unrestricted  will 
soon  become  a  serious  menace  to  the  community.  The  prohibition  of  the  issu- 
ance of  new  policies  whenever  the  assets  of  the  company  reach  a  prescribed  volume 
is  impracticable.  As  premiums  are  constantly  being  received  and  reserves 
increasing,  no  company  could  calculate  with  certainty  whether  it  was  entitled  to 
receive  new  business  and  the  limit  would  not  aflFect  the  three  companies  with  a 
just  degree  of  uniformity.  Thus  if  the  limit  were  placed  at  $500,000,000  of  assets 
the  Mutual  would  be  close  to  the  line,  while  a  considerable  margin  would  remain 
for  the  other  twQ  companies,  permitting  them  greatly  to  extend  their  business, 
while  the  Mutual,  with  less  outstanding  insurance  than  the  New  York  Life,  would 
be  debarred  from  taking  additional  risks.  Nor  would  it  be  wise  to  prescribe  the 
limit  with  reference  to  the  total  insurance  in  force.  The  total  amount  of  the 
business  of  the  New  York  Life  already  largely  exceeds  that  of  the  Equitable  and 
the  Mutual,  and  a  limit  which  would  suitably  affect  the  former  would  place  no 
effective  limitation  upon  the  others,  and  in  the  case  of  the  former  would  result  in 
requiring  an  unnecessary  disorganization  of  the  agency  force. 

It  is  the  opinion  of  the  committee  that  the  desired  result  can  be  attained  by 
limiting  the  amount  of  the  new  business  which  each  company  may  take  to  $150,- 
000,000  a  year.  The  total  terminations  by  death,  maturity,  expiry,  surrender, 
lapse,  and  other  decrease  of  the  three  companies  in  the  year  1904  were  as  follows: 

Mutual - $129,  125,  280 

Equitable 139,  513,  210 

New  York  Life.. 162,  3'26,  114 

The  suggested  limitation  would  suffice  to  maintain  a  requisite  vitality  and  a 
suitable  agency  organization,  while  precluding  a  further  and  unnecessary  increase 
of  business.  There  would  no  longer  be  an  excuse  for  extravagant  commissions 
and  unprofitable  foreign  branches  would  be  discontinued,  with  the  probability 
that  the  larger  part,  if  not  the  whole,  of  the  new  business  would  consist  of  insur- 
ance upon  lives  carefully  selected  in  the  United  States.  With  economical  adminis- 
tration and  under  the  restraint  of  a  wholesome  pubhcity  the  three  companies 
would  thus  be  placed  upon  a  sound,  conservative  basis. 

Unquestionably  the  release  of  the  smaller  companies  from  the  strenuous  com- 
petition of  the  others  would  result  in  a  severer  rivalry  among  themselves.  To 
secure  their  normal  and  not  too  hasty  growth  proper  limitations  should  be  applied 
to  them  as  well.  In  other  words,  they  should  be  permitted  to  take  only  such 
amount  of  new  business  as  they  may  fairly  be  expected  to  write  by  means  of  a 
reasonable  outlay. 

The  result  may  be  accomplished  by  requiring  that  the  new  business  should  bear 
a  suitable  relation  to  the  amount  of  insurance  already  in  force. 

From  an  examination  of  the  course  of  their  business,  and  having  in  mind  the 
opportunities  which  will  be  afforded  to  the  other  companies  by  the  practical 
cessation  of  the  competition  of  the  three  leading  companies,  the  committee 
recommends  that  no  life  insurance  corporation  doing  business  in  this  State  (except 
a  corporation  more  than  two-thirds  of  whose  outstanding  insurance  on  December 
31,  1905,  consisted  of  industrial  insurance),  shall  in  any  year  beginning  with  1907 
issue  policies  in  excess  of  the  following  prescribed  limit: 

The  limit  of  new  business  in  any  year  shall  be  determined  by  taking  certain 
percentages  of  the  total  insurance  in  force  on  the  3l8t  day  of  December  of  the 
preceding  year,  including  only  policies  upon  which  the  first  premiums  have  b6en 
actually  received  by  the  company  as  follows: 

Total  insurance  less  than  $50,000,000,  no  limit. 

Total  insurance  between  $50,000,000  and  $100,000,000,  30  percent  thereof. 

Total  insurance  between  $100,000,000  and  $300,000,000,  25  percent  thereof. 

Total  insurance  between  $300,000,000  and  $600,000,000,  20  percent  thereof. 

Total  insurance  between  $600,000,000  and  $1,000,000,000,  13  percent  thereof. 

If  the  total  insurance  in  force  shall  be  in  excess  of  $1,000,000,000,  the  new 
business  shall  not  exceed  $150,000,000  annually. 
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The  case  of  the  industrial  companies  presents  special  considerations.  The 
great  number  of  lapses  makes  it  necessary  that  a  large  volume  of  business  should 
be  written  to  insure  stability.  The  ordinary  department  is  developed  in  con- 
nection with  the  industrial  branch  and  furnishes  an  opportunity  to  industrial 
agents  to  add  to  their  slender  compensation.  The  ordinary  business  annually 
written  is  much  larger  in  proportion  to  the  total  outstanding  insurance  of  the 
same  sort  than  in  the  case  of  other  companies.  The  total  assets  are  relatively 
small.  Thus  the  Metropolitan,  with  total  outstanding  insurance  at  the  end  of 
1904  of  nearly  $1,500,000,000  had  assets  of  only  $128,000,000,  while  the  Equitable 
with  outstanding  insurance  of  about  the  same  amount  had  assets  amounting  to 
$412,000,000.  The  committee  is  of  opinion  that  any  company  writing  industrial 
insurance  and  excepted  from  the  above  limitations,  should  not  be  permitted  to 
issue  policies  in  any  year,  excluding  industrial  policies,  to  an  amount  exceeding 
50  percent  of  the  total  amount  of  the  insurance  other  than  industrial  out-standing 
on  the  3Ist  day  of  December  in  the  year  preceding,  nor  in  any  event  more  than 
$150,000,000. 


Exhibit  No.  224 
[Prepared  by  the  Securities  and  Exchange  Commission  Insurance  Study  Staff] 
Assets  and  liabilities  of  all  life-insurance  companies  as  of  Dec.  31 


1937 

1906 

ASSETS 

Cash 

$725,619,000 
13, 182, 860, 000 
512, 935, 000 
5,229,415,000 
2, 190,  494, 000 
3,  399,  484, 000 
1, 008, 242, 000 

$69,632,000 

1,  299,  395, 000 

159,728,000 

826,418,000 

Stocks ... 

Mortgages  on  real  estate 

265, 903, 000 
133,267,000 

All  other  assets 

Total  assets    . 

26,  249, 049, 000 

2, 924. 254, 000 

UABaiTIES 

Life  Insurance  reserves .. 

21,100,664,000 

2, 480,  232, 000 

128,607,000 

425,  399, 000 

571,  704, 000 

1,642,643,000 

2,473,125,000 
14,  520, 000 

Dividend  liability 

36  272,000 

All  other  liabilities 

16  183  000 

Surplus          .               .... 

367,204,000 

Total  liabilities 

36,249,040,000 

2,824,254,000 

Number  of  companies:  1937.  308;  1906, 138. 
Source:  The  Spectator  Insurance  Year  Book. 
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Exhibit  No.  227 

[Chart  based  on  following  statistical  data  appears  in  text  on  p.  1222] 
Corporate  bonds  and  notes 


Year 

Total  corporate 

bonds  and  notes 

issued  1 

Total  corporate 

bonds  and  notes 

acquired  by  10 

largest  life 

insurance 

companies  « 

Percent  ac- 
quired by 
10  largest 
life  insur- 
ance com- 
panies 

1930 

$3,431,000,000 

2,028,000,000 

620. 000, 000 

227, 000, 000 

455,  000, 000 

2,117,000,000 

4,026,000,000 

1,670,000,000 

1,980,000,000 

$374,000,000 

346, 000. 000 

84, 000, 000 

71,000,000 

239,000,000 

721,000,000 

1,091.000,000 

1,040,000,000 

1, 099, 000, 000 

10.9 

1931 

17  1 

1932 

13  S 

1933 

31.3 

1934                           ....                

52  5 

1935 

34  1 

1936 

27.1 

1937 

62.1 

1938                                                                         .    . 

55.5 

Total  of  long  and  short  term  bonds  and  notes,  new 


'  Source:  The  Commercial  and  Financial  Chronicle, 
capital  and  refunding. 

'  Source:  Annual  statements  of  10  largest  insurance  companies:  (1)  Metropolitan  Life  Insurance  Co., 
(2)  The  Prudential  Insurance  Co.  of  America,  (3)  New  York  Life  Insurance  Co.,  (4)  Equitable  Life  Insur- 
ance Society  of  the  United  States,  (5)  The  Mutual  Life  Assurance  Co.  of  New  York,  ^6)  Northwestern  Mu- 
tual Life  Insurance  Co.,  (7)  The  Travelers  InsuranceCo.,  (8)  John  Hancock  Mutual  Life  Insurance  Co., 
(9)  The  Penn  Mutual  Life  Insurance  Co.,  and  (10)  Mutual  Benefit  Life  Insurance  Co. 


Exhibit  No.  228 

[Chart  based  on  following  statistical  data  appears  in  text  on  p.  1226] 
Private  placements  of  corporate  security  issues 


/ear 

Corporate 

bonds  and 

notes 

issued ' 

Corporate 

bonds  and 

notes  privately 

placed « 

Percent 

placed 

privately 

Estimated 
percent  of 

private 

placements 

acquired 

by  life 

Insurance 

companies 

$455, 000. 000 
2,117,000.000 
4, 026, 000. 000 
1,676,000,000 
1,980,000,000 

$100,000,000 
364. 000, 000 
443, 000, 000 
447,000,000 

«  733, 000, 000 

21.98 
17.19 
11.00 
26.67 
37.02 

76.1 

1935 

76.4 

1936 

70.0 

1937 

94.0 

1938 

'85.8 

«  Source:  The  Commercial  and  Financial  Chronicle, 
>  Source:  Securities  and  Exchange  Commission. 
»  Preliminary. 
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Exhibit  No.  229 
[Chart  based  on  following  statistical  data  appears  in  text  on  p.  1228] 
Net  investment  income  and  interest  required  j}n  reserves 


Net  invest- 
ment income 


Interest  re- 
quired 


Excess 


Percent  of 

excess  over 

interest 

required 


1906 
1907 
1908 
1909 
1910 
1911. 
1912 
1913 
1914 
1915 
1916, 
1917. 
1918. 
1919. 
1920. 
1921. 
1922. 
1923 
1924. 
1925. 
1926. 
1927. 
1928. 
1929. 
1930. 
1931. 
1932. 
1933. 
1934. 
1935. 
1936. 
1937. 


$115, 802,  761 
127,  356, 364 
138, 467, 961 
153,  740,  239 
165,  200, 044 
179,423,076 
188,  279, 160 
208,110,641 
223,  640, 197 
230,176,010 
245, 823, 150 
261,  987,  236 
257,  691,  781 
298,117,109 
331, 001,  257 
379,738,217 
412, 038, 168 
420,  240,  569 
506, 962, 101 
547,  643,  422 
604,  345.  792 
662,  364,  205 
733,  327, 316 
926,  835,  452 
879,  242, 384 
887,  998, 141 
851,  851, 803 
790,  668,  586 

756,  972,  571 

757,  517, 438 
869,175,021 
918, 128, 458 


025,  874 
935,822 
030,  552 
659, 860 
185, 418 
237,  505 
862,  366 
493,  289 
375, 420 
999,  277 
091,  750 
483,664 
864,295 
065,  634 
065,  864 
240, 463 
787, 101 
244,652 
801,  532 
918, 610 
879,  514 
108,  540 
635,  649 
426,  534 
706, 015 
520,  258 
637,  292 
621,  027 
448,164 
919,600 


617 

653 

732, 856, 139 

776,  379.  721 


$27,  776, 887 
33, 420, 542 
38, 431. 409 
46, 080,  379 
52, 014,  626 
60, 185,  571 
65,  416,  784 
74,  617,  352 
82, 264,  777 
84, 176,  733 
90,  731,400 
96, 503,  572 
79, 827, 492 
101,051,455 
116,935.393 
145,  497,  754 
161,251,067 
164, 996, 017 
199, 160,  569 
210,724,812 
230, 466,  278 
248,  255,  665 
274,  091,  667 
346, 408, 917 
322,  536, 370 
306, 477, 831 
262,214,511 
197, 047,  5'>9 
139, 524,  407 
103.  597,  838 
136,318,822 
141,748,737 


31.58 
35.58 
38.42 
42.80 
45.98 
50.48 
63.24 
66.90 
68.19 
57.66 
68.02 
68.32 
44.88 
61.28 
64.63 
62.11 
64.30 
64.64 
64.70 
62.64 
61.64 
59.95 


57.94 
52.70 
44.47 
33. 19 
22.60 
15.84 
18.60 
18.26 


Sourca:  Spectator  Insurance  Year  Book. 


Exhibit  No.  230 
[Prepared  by  the  Securities  and  Exchange  Commission  In.surance  Study  Staff] 
Capital  gain  or  loss,  excess  interest,  and  policyholders'  surplus 


Year 

Gain  or  loss 

r 

Excess  interest 

Policyholders' 
surplus,  includ- 
ing capital 

Number 
of  com- 
panies 

included 

1931 

-$62,928,000 
-73,336,000 

-218,440,000 

-134,508,000 

-25,975,000 

85,  329, 000 

-244,749,000 

$306,478,000 
262,215.000 
197, 048, 000 
139,524,000 
103,  598, 000 
136,319,000 
141,749,000 

$992, 336, 000 

994,138.000 

975,  672, 000 

981,795,000 

1,022,285,000 

1, 156, 486, 000 

1, 093,  740, 000 

1932 

J933 

9fn 

1934 

1935 

1936 

1937 

250 

Source:  Spectator  Insurance  Year  Book. 
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Exhibit  No,  232 

[Section  94  of  the  New  York  insurance  law  re  provisions  for  election  of  directors  In  mutual  life  Instiranr© 

companies] 

SECTION   94.    ELECTION    OF   DIRECTORS 

The  following  provisions  are  hereby  established  for  the  election  of  directors: 

1.  At  every  election  of  directors  in  any  domestic  mutual  life  insurance  cor- 
poration, whether  incorporated  by  special  act  or  under  general  law  and  anything 
to  the  contrary  in  its  charter,  certificate  of  incorporation,  or  by-laws  notwith- 
standing, every  policyholder  whose  insurance  shall  be  in  force  and  shall  have 
been  in  force  for  at  least  one  year  prior  thereto  shall  be  entitled  to  vote  without 
other  qualification. 

2.  Every  such  policyholder,  and  every  other  person  having  a  right  to  vote  by 
virtue  of  any  contract  made  prior  to  the  enactment  of  this  section  which  shall 
remain  in  force  until  the  date  of  such  election,  shall  be  entitled  to  vote  in  person 
or  by  proxy  or  by  mail,  as  herein  provided. 

3.  Except  as  otherwise  now  provided  with  reference  to  existing  policies,  every 
policyholder  shall  be  entitled  to  one  vote  only  irrespective  of  the  number  of 
policies  or  the  amount  of  insurance  held  by  him;  and  unless  a  policy  shall  have 
been  assigned  more  than  six  months  prior  to  the  election  by  an  assignment 
absolute  on  its  face  to  an  assignee  other  than  the  corporation  which  shall  have 
issued  the  policy,  the  person  upon  whose  application  the  policy  shall  have  been 
issued,  or  if  the  application  be  signed  by  more  than  one  person,  the  person  whose 
life  is  insured,  shall  be  deemed  to  be  a  policyholder  entitled  to  vote  as  aforesaid; 
in  case  a  policy  shall  have  been  assigned  as  aforesaid,  the  assignee  shall  be  deemed 
to  be  a  policyholder  entitled  to  vote,  provided  his  signature,  either  attested  by  the 
assignor  or  acknowledged  in  like  manner  as  in  case  of  a  deed  to  be  recorded  in  this 
state,  shall  have  been  filed  at  the  home  office  of  the  corporation  which  shall  have 
issued  the  policy. 

4.  Not  less  than  five  months  nor  more  than  eight  months  prior  to  e\  .  y  such 
election,  on  request  of  not  less  than  twenty-five  policyholders  entitled  to  vote  at 
the  last  prior  election,  which  request  must  be  signed  by  each  of  said  policyholders 
and  acknowledged  by  each  of  them  in  the  same  manner  as  in  the  case  of  a  deed 
to  be  recorded  in  the  State  of  Xew  York,  a  duplicate  of  such  request  to  be  filed 
with  such  corporation  and  notice  of  not  less  than  five  days  of  a  hearing  thereon 
given  to  such  corporation,  the  superintendent  of  insurance,  may  in  his  discretion 
require  such  corporation  within  forty-five  days,  and  not  less  than  thirty  days  to 
file  in  his  oflSce  a  full  and  correct  copy  of  its  list  or  card  catalogue  of  the  names 
and  last  known  post-oflfice  addresses  of  all  policyholders  who  have  been  insured 
for  at  least  one  year  under  a  policy  for  one  thousand  dollars  or  more,  or  any  part 
of  such  list  or  card  catalogue  as  he  may  specify.  Such  list  or  any  part  thereof 
which  may  be  ordered  filed  shall  be  arranged,  classified,  and  corrected  as  may  be 
directed  by  the  superintendent  of  insurance;  provided,  however,  that  if  nomina- 
tions are  made,  other  than  those  nominated  on  the  administration  ticket  by  the 
board  of  directors,  a  complete  list  or  card  catalogue  of  names  of  all  of  such  policy- 
holders shall  be  so  filed  within  forty-five  days  after  the  copy  of  said  certificate  of 
such  nominations  certified  by  said  superintendent  of  insurance,  shall  be  filed  at 
the  home  office  of  the  said  corporation,  which  list  or  card  catalogue  shall  be  cor- 
rected from  the  records  of  the  home  office  of  such  corporation  so  that  a  list  or 
card  catalogue  as  nearly  correct  as  may  be  shall  be  on  file  to  within  three  months 
3f  such  election. 

5.  Said  list  or  card  catalogue  or  any  part  thereof  so  filed,  while  in  the  custody 
)f  the  superintendent,  shall  be  subject  to  inspection  under  regulations  prescribed 
by  the  superintendent  of  insurance  at  any  time  during  business  hours  by  any 
policyholder  in  said  corporation  or  by  his  authorized  representative,  and  in  case 
of  a  contested  election,  under  regulations  to  be  prescribed  by  the  superintendent, 
may  be  used  in  the  canvass  of  the  policyholders  of  the  company;  provided,  how- 
ever, that  after  such  election,  or,  if  no  candidate  shall  have  been  nominated  other 
than  those  nominated  by  the  board  of  directors,  then  after  the  time  for  such 
independent  nominations  shall  have  expired,  such  list  or  card  catalogue  shall  be 
returned  to  the  corporation  filing  the  same  as  aforesaid. 

6.  Where  policyholders  of  any  domestic  stock  life  insurance  corporation  have 
become  or  shall  become  entitled  to  vote  for  directors,  they  shall  be  entitled  to 
vote  in  person,  by  proxy  or  by  mail,  as  herein  provided,  and  a  similar  list  or 
card  catalogue  of  policyholders,  qualified  to  vote,  in  accordance  with  the  charter 
or  by-laws  of  such  corporation,  except  the  holders  of  industrial  policies,  shall  be 
filed  and  maintained  in  the  office  of  the  superintendent  of  insurance  and  at  the 
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home  office  respectively,  similarly  arranged  and  similarly  subject  to  inspection 
and  copy  and  withdrawal  as  in  the  case  of  mutual  corporations  as  above  pro- 
vided. 

7.  \^  here  policyholders  in  any  company  shall  have  made  nominations  as  here 
inafter  prescribed,  they,  or  a  committee  representing  them,  shall  upon  demand, 
with  the  approval  of  the  superintendent  of  insurance  and  the  payment  to  the 
company  of  the  actual  cost  of  making  such  copies,  be  furnished  by  such  company 
with  a  copy  of  such  list  of  policyholders  or  with  a  copy  therefrom  of  the  list  for 
a  separate  jurisdiction.  A  copy  of  a  list  so  taken,  or  of  any  part  thereof,  shall 
be  held  by  persons  receiving  the  same  inviolate  for  the  purposes  of  said  nomina- 
tors in  a  pending  election  and  shall  not  be  transferred  to  other  persons  for  any 
other  use  whatever.  At  the  close  of  the  canvass  of  the  votes  all  copies  of  such 
lists  shall  be  returned  to  the  company. 

8.  At  least  seven  months  prior  to  the  date  of  any  election  of  directors  in  any 
such  corporation,  the  board  of  directors  shall  nominate  candidates  for  every 
vacancy  to  be  filled  at  such  election  and  shall  also  appoint  three  persons,  jointly 
or  severally,  to  receive  proxies  to  be  voted  for  said  nominees,  and  shall  also  file 
with  the  superintendent  of  insurance  and  at  its  home  office  a  certificate  of  the 
names  of  the  candidates  so  nominated  and  of  the  persons  so  designated  to  receive 
said  proxies,  which  shall  be  described  as  the  "administration  ticket." 

9.  In  every  such  corporation  which  had  over  one  hundred  thousand  policies 
in  force  at  its  last  preceding  election,  each  in  amount  of  one  thousand  dollars 
or  more,  any  qualified  voter  equal  in  number  to  one-tenth  of  one  per  centum  of 
such  total  policies  in  force,  and  in  every  other  such"  corporation,  any  one  hundred 
or  more  qualified  voters  may  make  other  nominations  for  one  or  more  vacancies 
to  be  filled  at  any  such  election  by  fihng  with  the  superintendent  of  insurance 
at  least  five  months  before  the  election  a  certificate  signed  and  acknowledged, 
giving  the  names  and  addresses  of  the  candidates  nominated,  the  names  and 
addresses  of  three  persons,  jointly  or  severally,  designated  to  receive  proxies  to 
be  voted  for  said  nominees,  and  an  appropriate  nanr^e  or  title  designated  by  the 
superintendent  of  insurance  to  distinguish  the  ticket  from  the  administration 
ticket  and  other  nominations.  Such  nominators  must  also  file  a  copy  of  said 
certificate,  certified  by  said  superintendent  at  the  home  office  of  the  company 
at  least  five  months  before  such  election. 

10.  All  certificates  of  nomination  shall  be  accompanied  by  a  written  acceptance 
of  such  nomination  by  each  nominee  thereon.  A  court  of  record  may  for  cause 
shown  direct  the  name  of  any  candidate  to  be  stricken  from  a  ticket  on  file  and 
may  authorize  the  nominators  of  such  ticket  to  substitute  the  name  of  another 
person  to  fill  the  vacancy  so  made. 

11.  If  no  independent  nominations  shall  have  been  made  as  hereinbefore  pro- 
vided, then  and  in  that  case  all  further  proceedings  in  connection  with  such 
election  as  provided  by  this  section  may  be  omitted,  and  said  election  shall  then 
be  conducted  and  held  under  such  rules  and  regulations  as  the  superintendent  of 
insurance  may  prescribe;  but  no  votes  shall  be  cast  or  counted  except  for  said 
candidates  nominated  by  the  board  of  directors,  or  for  such  candidate  as  the 
board  of  directors  may  have  nominated  to  fiU  vacancies  among  said  candidates 
caused  by  the  death,  disability,  or  refusal  to  stand  as  candidates  of  any  one  or 
more  of  those  so  nominated. 

12.  At  least  three  months  prior  to  any  such  election  the  corporation  shall  cause 
to  be  mailed,  in  a  serially  numbered  sealed  envelope  with  postage  prepaid,  to 
each  policyholder  whose  name  shall  be  upon  said  Hst  and  whose  policy  shall  still 
be  in  force,  at  his  last  known  post-office  address,  a  corresponding  serially  num- 
bered official  ballot  in  a  form  approved  by  the  superintendent  of  insurance  and 
containing  the  respective  tickets  nominated  as  hereinbefore  provided  and  the 
names  and  addresses  of  the  persons  so  appointed  to  receive  proxies.  A  correspond- 
ing serially  numbered  stub  or  card  containing  the  name  and  address  of  the  policy- 
holder to  whom  each  ballot  is"  sent  shall  be  retained  at  the  home  office  of  the 
company  for  the  purpose  of  identifying  said  ballot  when  returned.  Such  official 
ballot  shall  be  conveniently  arranged  under  the  names  or  titles  by  which  the  nomi- 
nations have  been  designated  and  shall  have  printed  upon  it  the  name  of  the 
company,  the  post-office  address  of  its  home  office,  the  number  of  directors  to  be 
elected  and  the  names  of  those  whose  terms  expire,  the  date  of  the  election  and 
instructions  as  herein  provided  for  executing  such  official  ballot  or  fsr  the  use  of  a 
proxy  as  herein  provided  and  a  designated  space  for  the  signature  of  the  policy- 
holder, the  number  of  one  of  his  policies  and  the  signature  of  a  subscribing  witness. 

13.  No  other  or  different  ballot  shall  be  used,  except  that  a  duplicate  ballot 
or  ballots  may  be  supplied  to  any  policyholder  and  voter  or  to  the  holder  of  his 
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proxy,  for  his  own  use,  pursuant  to  rules  and  regulations  prescribed  by  the  super- 
intendent of  insurance. 

14.  There  shall  be  inclosed  in -such  sealed  envelope  with  such  official  ballot  a 
suitable  return  gummed  envelope  having  thereon  the  name  and  post-office  address 
of  the  home  office  of  the  corporation,  and  the  words  "ballot  for  directors."  There 
shall  also  be  inclosed  in  such  sealed  envelope  a  suitable  blank  proxy  upon  whicli 
shall  be  printed  a  statement  of  the  right  of  the  policy-holder  to  vote  either  by 
mail  or  by  proxy  as  herein  provided  or  in  person. 

.  15.  No  other  papers  or  written  or  printed  matter  shall  be  inclosed  in  sucli 
sealed  envelope.  Specimen  copies  of  such  sealed  envelope  and  inclosurcs  shall 
be  approved  by  the  superintendent  of  insurance  before  being  so  mailed. 

16.  A  ijohcyholder  desiring  to  vote  by  mail  must  indicate  the  name  of  the 
nominee  or  nominees  for  whom  he  desires  to  vote  or  strike  out  the  name  or  names 
of  those  for  whom  he  does  not  desire  to  vote  upon  the  official  ballot  so  provided 
or  must  otherwise  suitably  indicate  in  the  blank  spaces  thereon  the  nominee  or 
nominees  for  whom  he  desires  to  vote,  and  must  sign  the  said  official  ballot  in 
his  own  handwriting  in  the  presence  of  a  subscribing  witness,  and  place  or  cause 
to  be  placed  thereon  the  number  of  at  least  one  policy  held  by  him.  Failure  to 
state  or  to  correctly  state  such  policy  number  shall  not  render  a  ballot  void  or 
sul)ject  the  policyholder  to  any  penalty. 

17.  Such  policyholder  must  inclose  the  official  ballot  so  marked  in  such  return 
envelope  or  in  a  similarly  inscribed  envelope.  Such  envelope  containing  the  ballot 
sealed  and  postpaid  shall  be  mailed  by  the  policyholder  to  the  home  office  of  the 
company.  No  policyholder  may  vote  for  more  than  the  number  of  directors  so 
to  be  elected  and  all  ballots  upon  which  the  intent  of  the  policyholder  does  not 
fairly  appear  shall  be  void. 

18.  Any  policyholder  may  vote  by  proxy  executed  to  any  person,  whether  des- 
ignated in  the  certificates  filed  as  aforesaid  or  otherwise.  The  execution  of  a 
proxy  sliall  be  attested  by  a  subscribing  witness  and  the  proxy  shall  set  fortli  the 
number  of  at  least  one  policy  held  by  the  person  giving  it.  A  proxy  shall  not  be 
valid  unless  executed  within  three  months  prior  to  the  election  and  shall  be  used 
only  at  such  election  or  any  adjournment  thereof  and  may  be  revoked  by  the 
policyholder  giving  the  same  at  any  time  prior  to  the  opening  of  the  polls  upon 
the  day  of  such  election.  In  exercising  such  proxy  the  holder  or  holders  tliereof 
sliall  vote  only  upon  the  official  ballot,  or  the  duplicate  thereof,  furnished  to  such 
policyholder  as  hereinbefore  provided,  to  which  such  proxy  shall  be  attached.  In 
so  voting  the  proxy  holder  shall  sign  said  ballot  in  the  name  of  the  policyholder, 
and  shall  also  sign  his  own  name  as  proxy.  Ballots  voted  by  proxy  holders  shall 
be  ni.'iiled  to  the  home  office,  or  voted  in  person  by  said  proxy  holder,  in  the  same 
maiHier  as  herein  prescribed  for  ballots  voted  directly  by  policyholders. 

19.  The  votes  at  such  election  shall  be  limited  to  the  candidates  nominated  as 
aforesaid  except  that  in  case  of  a  vacancy  occurring  upon  any  ticket  so  nominated 
the  board  of  directors  of  such  corporation,  if  the  candidate  was  upon  the  admin- 
istration ticket,  and  a  majority  of  the  nominators  if  the  candidate  was  upon  an 
indej)endent  ticket,  shall  nominate  another  candidate  in  his  place  by  filing  a  cer- 
tificate of  said  nomination  with  the  superintendent  of  insurance  and  a  certified 
copy  thereof  at  the  home  office  of  the  company  if  such  vacancy  occurs  more  than 
five  months  prior  to  the  day  set  for  the  election,  and  the  name  of  the  candidate 
so  selected  shall  be  set  forth  in  the  official  ballot  sent  out  by  the  company.  If 
such  vacancy  occurs  within  five  months  prior  to  such  election  then  the  directors 
elected  at  such  election  shall  have  power  to  fill  such  vacancy. 

20.  All  ballots  by  mail  shall  be  received  at  the  home  office  of  a  company  hold- 
ing an  election  by  two  or  more  persons,  one-half  of  whom  shall  be  appointed  for 
that  purpose  by  the  superintendent  of  insurance  and  one-half  bj'  the  directors  of 
the  company.  The  compensation  of  the  custodians  so  appointed  shall  be  paid 
by  the  company.  Such  custodians  shall  keep  a  daily  record  of  the  envelopes 
marked  as  containing  ballots  for  directors  which  are  received  at  the  home  office, 
and  shall  securely  retain  them  in  their  joint  custody  in  safety  vaults  or  compart- 
ments accessible  only  to  such  custodians  and  not  to  either  of  them  separately, 
under  regulation?  prescribed  by  the  superintendent  of  insurance.  Prior  to  the 
closing  of  the  polls  election  day  said  custodians  shall  deliver  all  ballots  so  received 
by  them  to  the  inspectors  of  election. 

21.  The  election  shall  be  held  at  the  home  office  of  the  company.  The  polls 
shall  be  opened  at  ten  o'clock  in  the  forenoon  and  remain  open  until  four  o'clock 
in  the  afternoon  of  the  day  of  the  election,  at  which  time  they  shall  be  closed. 
All  votes  cast  at  such  election  shall  be  by  ballot  as  hereinbefore  provided. 
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22.  The  superintendent  of  inpurance  shall  appoint  an  adequate  number  of  in- 
spectors of  election  who  may  employ  expert  accountants  and  assistants  and  may 
procure  stationery  and  supplies  for  conducting  the  election  and  canvassing  the 
votes.  Their  compensation  and  necessary  disbursements  shall  be  paid  by  the 
company.  Such  inspectors  shall  have  power  to  determine  all  questions  concern- 
ing the  verification  of  the  ballots,  the  ascertainment  of  the  validity  thereof,  the 
qualifications  of  the  voters  and  the  canvass  of  the  vote;  and  with  respect  thereto 
shall  act  under  such  rules  and  regulations  as  shall  be  prescribed  by  the  super- 
intendent of  insurance. 

23.  All  envelopes  marked  substantially  as  hereinbefore  prescribed  received  by 
mail  at  the  home  oflfice  of  the  company  at  any  time  prior  to  the  day  of  election 
or  on  that  day  before  the  polls  are  closed  shall  be  forthwith  delivered  intact  with- 
out opening  to  the  custodians  appointed  as  hereinbefore  provided  and  before  the 
polls  are  closed  shall  be  delivered  to  the  inspectors  of  election. 

24.  No  person  shall  conceal  or  withhold  or  aid  or  abet  any  other  person  in 
concealing  or  withholding  from  the  custodians  or  inspectors  any  such  envelope; 
nor  shall  any  person,  other  than  an  inspector,  open  or  aid  or  abet  any  person  to 
open  any  such  envelope. 

25.  No  ballots  received  by  mail  at  the  office  of  the  company  or  offered  personally 
or  by  proxy  after  the  polls  are  closed  sha'll  be  counted.  All  ballots  offered  per- 
sonally or  under  proxies  and  all  ballots  received  by  mail  at  the  office  of  the  com- 
pany as  aforesaid  before  the  polls  are  closed  shall  be  received  by  the  inspectors 
subject  to  verification  and  ascertainment  of  the  validity  thereof  and  of  the  qualifi- 
cations of  the  voter. 

26.  Immediately  upon  the  closing  of  the  polls  the  inspectors  shall  proceed  to 
the  examination  of  the  ballots  and  shall  canvass  the  votes  lawfully  cast.  The 
canvass  shall  proceed  from  day  to  day  and  the  inspectors  shall  certify  the  result 
to  the  company  and  to  the  superintebdent  of  insurance  as^soon  as  it  is  completed.  • 

27.  Representatives  designated  by  a  majority  of  each  three  persons  who  shall 
have  been  appointed  to  receive  proxies  to  be  voted  for  tickets  nominated  as  afore- 
said may,  in  such  number  as  shall  be  approved  by  the  superintendent  of  insurance, 
be  present  during  the  casting,  verification  and  canvass  of  the  votes.  The  com- 
pensation of  such  representatives  shall  not  be  a  charge  upon  or  paid  from  the  funds 
of  the  company. 

28.  All  ballots  and  proxies  received  by  the  inspectors  of  election  shall  imme- 
diately upon  the  completion  of  the  canvass  be  placed  in  sealed  packages  and  shall 
be  preserved  by  the  said  inspectors  for  a  period  of 'four  months  subject  to  the 
order  of  any  court  having  jurisdiction  of  any  proceedings  relating  thereto. 

29.  The  superintendent  of  insurance  shall  have  power  to  supervise  and  direct 
the  methods  and  procedure  of  all  elections  herein  provided  for  and  to  make  all 
further  needful  rules  and  regulations  concerning  the  same.  All  bills  for  or  on 
account  of  the  custodians  of  ballots  and  inspectors  of  election,  their  employees, 
assistants,  necessary  expenses  or  disbursements,  during  the  conduct  of  such 
election,  and  the  canvass  of  the  votes,  shall  be  approved  by  the  superintendent  of 
insurance  before  payment  by  the  company. 

30.  The  said  elections  and  the  conduct  thereof  shall  at  all  times  be  subject  to 
the  supervision  and  control  of  the  courts  in  like  manner  as  elections  for  state, 
county  and  municipal  officers  so  far  as  applicable. 

31.  The  including  by  any  corporation  of  the  name  of  any  person  in  any  list  of 
policyholders  required  by  this  section  shall  not  be  construed  as  an  admission  by 
the  corporation  of  the  vahdity  of  any  policy,  and  no  such  fist  shall  be  competent 
evidence  against  the  corporation  in  any  action  or  proceeding  in  which  the  question 
of  the  validity  of  any  policy  or  of  any  claim  under  it  is  involved. 

32.  No  insurance  company,  and  no  officer,  agent,  or  employee  thereof  shall 
knowlingly  omit  the  name  of  a  policyholder  and  voter  from  the  lists  herein  required 
to  be  filed,  or  shall  knowingly  omit  to  give  the  correct  name  and  address  of  such 
policyholder  and  voter,  or  knowingly  give  a  wrong  address,  or  shall  expend, 
advance  or  loan  any  money  of  the  company  contrary  to  the  provisions  of  this 
section. 

33.  Except  where  such  expenditure  is  authorized  or  required  by  this  section, 
no  money  of  the  company  shall  be  expended  in  connection  with  such  election  or 
in  canvassing  therefor,  and  no  officer  or  agent  of  the  company  shall  directly  or 
indirectly  make  any  advance  or  loan  of  such  moneys  to  any  person  in  connection 
with  or  for  the  purpose  of  such  election  or  canvass. 

34.  No  officer,  salaried  agent,  or  employee  shall,  within  the  period  between  the 
filing  of  the  nominations  and  the  election,  during  business  hours,  devote  any  of 
his  time  in  soliciting  votes  in  support  of  or  in  opposition  to  any  candidate  or  list 
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of  candidates  in  connection  with  any  such  election.  No  officer,  agent,  or  employee 
shall  compel  or  coerQe  any  other  officer,  agent,  or  employee  to  support,  work  for, 
or  oppose  any  candidate  or  any  list  of  candidates.  The  stationery  or  supplies  of 
the  company  or  office  space  devoted  to  the  conduct  of  its  business  ehaU  not  be 
used  for  futhering  the  interest  of  any  ticket  or  candidate  thereon. 

35.  No  person,  whether  connected  with  the  company  or  otherwise,  shall  issue 
or  cause  to  be  issued  any  circular  or  other  written  or  printed  communication 
either  in  behalf  of  or  in  opposition  to  any  ticket  or  any  candidate  thereon  contain- 
ing any  false  statement. 

Exhibit  No,  233 

List  of  Board  of  Directors  op  the  Metropolitan  Life  Insurance  Co. 

Joseph  P.  Knapp  Charles  M,  Schwab  Walter  Ewing  Hope 

Frederick  H.  Ecker  William  L.  DeBost  Samuel  W.  Fordyce 

John  Anderson  Jeremiah  Milbank  Carroll  Burnham  Merriam 

Alanson  B.  Houghton  D'alton  Corry  Coleman       George  McAneny 

Mitchell  D.  FoUansbee  Newcomb  Carlton  Robert  V.  Fleming 

Joseph  P.  Day.  Leroy  A,  Lincoln  Frederick  W.  Ecker 

Langdon  P.  Marvin  Harry  W.  Croft  Winthrop  W.  Aldrich 

L.  A,  Taschereau  Thomas  H.  Beck  Edward  R.  Stettinius 


Exhibit  No.  234 

[Prepared  by  the  Securities  and  Exchange  Commission  Insurance-study  stafl] 

SciIEDtTLE  OF  BUSINESS  AFFILIATIONS    OF  THE  DIRECTORS — METROPOLITAN  LiFB 

Insurance  Co. 
L  Affiliated  as  officer  only: 

A.  Industrial: 

1.  Lambert  Pharmacal  Co. 

B.  Real  estate: 

L  120  East  75th  Street,  Inc. 

C.  Utilities: 

I.  Kansas  Power  &  Light  Co. 
II.  Affiliated  as  director  only: 

A.  Bank  and  trust  companies: 

1.  Discount  Corporation  of  New  York. 

2.  Chase  National  Bank.* 

3.  Mellon  National  Bank. 

4.  Bankers  Trust  Co. 

5.  Excelsior  Savings  Bank, 
ft.  St.  Louis  Union  Trust, 

7,  Bowery  Savings  Bank, 

8,  Title  &  Realty  Safe  Deposit  Co, 

9,  Provident  Loan  Society, 
10,  Empire  Trust  Co. 

II.  Royal  Trust  Co.  (Canada) 

12.  Credit  Foncier  Franco  Canadien. 

13.  Caisse  D'Economie  N-D  de  Quebec, 

14.  Canadian  Investment  Fund, 

B.  Industrial  companies: 

1.  WestinKhouse  Electric  &  Mfg,  Co. 

2.  Mack  Trucks,  Inc. 

3.  American  Sugar  Refining  Co, 

4.  General  Railway  Signal  Co. 

5.  Union  Carbide  &  Carbon  Co. 

6.  James  Talcott,  Inc. 

7.  Lan.ston  Monotype  Machine  Co. 

8.  Adjustable  Bearing  Plate  Co. 

9.  Coca-Cola  Bottling  Co. 

10.  American  Zinc,  Lead  &  Smelting  Co, 

11.  United  Zinc  Smelting  Corporation. 

12.  Companhia  Meridianal  de  Mineracco  (Brazil). 

13.  Corning  Glass  Works. 

>  Indicates  a  or  more  directors  are  affiliated  with  the  company.' 


S: 
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II.  Afl51iated  as  director  only — Continued. 
C.  Insurance  companies: 

1.  Life: 

a.  Acacia  Mutual  Life  Insurance  Co. 

b.  Sun  Life  Assurance  Co. 

c.  North  American  Life  Insurance  Co.  > 

2.  Accident: 

a.  Globe  Indemnity  Co. 

3.  Surety: 

a.  American  Surety  Co.' 

4.  Fire: 

a.  National  Liverpool  Insurance  Co. 

b.  Liverpool-Manitobe  Insurance  Co. 

c.  Liverpool,  London  &  Globe  Insurance  Co. 

d.  Central  States  Fire  Insurance  Co. 

e.  City  of  New  York  Insurance  Co. 

f.  Westchester  Fire  Insurance  Co. 
Imperial  Assurance  Co. 
Home  Insurance  Co.' 

i.  Stuyvesant  Insurance  Co. 

5.  Casualty: 
a.  Phoenix  Indemnity  Co. 

D.  Mercantile  companies: 

1.  Hudson  Bay  Co. 

2.  R.  H.  Macy  &  Co. 

E.  Oil: 

1.  Houston  Oil. 

2.  Amos  L.  Beaty  &  Co.,  Inc. 

F.  Publishing  companies: 

1.  Publication  Corporation.' 

2.  Speedry  Gravure  Corporation. 

3.  Printing  Securities  Corporation. 

4.  Publication  Securities  Corporation. 

G.  Real  estate: 

1.  .Rockefeller  Center,  Inc. 

2.  Cruikshank  Co. 

3.  Interzone  Corporation. 

4.  Calumet  Trust. 

5.  Oceanic  Investment  Corporation. 

6.  City  Real  Estate  Co. 

7.  Ritz-Carlton  Hotel  Corporation. 

8.  Real  Estate  Bondholders  Protective  Committee.* 
H.  Transportation: 

1.  Railroad: 

a.  Los  Angeles  &  Salt  Lake  R.  R.  • 

b.  Oregon  Short  Line  R.  R. 

c.  Oregon- Washington  Railroad  &  Navigation  Co. 

d.  Union  Pacific  R.  R. 

e.  Toronto,  Hamilton  &  Buffalo  Ry. 

f.  Cincinnati,  Indianapolis  &  Western  Ry.  Co. 

g.  Capital  Transit  Co.  (Washington,  D.  C.) 
h.  Missouri,  Kansas  &  Texas  R.  R. 

i.  Atchison,  Topeka  &  Santa  Fe  Ry. 
j.  Committee  representing  5  percent  secured  notes  of 
Seaboard  Air  Line  Ry.  Co.' 

2.  Steamship: 
a.  Easoern  Canada  Coastal  Steamships. 

I.  Utilities: 

1.  American  Telephone  &  Telegraph  Co. 

2.  Delaware  River  Telegraph  Co. 

3.  East  Pennsyhania  Telegraph  Co. 

4.  Empire  &  Bay  States  Telegraph  Co. 

5.  Franklin  Telegraph  Co. 

6.  Gold  &  Stock  Telegraph  Co. 


•  Indicates  2  or  more  directors  are  affiliated  with  the  comrany. 

•  Mr.  McAneny  is  a  committee  member  in  tl:is  real-estate  reorganization. 

•  Mr.  McAneny  Is  a  committee  member  in  this  railroad  reorganization. 
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II.  Affiliated  as  director  only — Continued. 
I,  Utilities — Continued. 

7.  Maine  Telegraph  Co. 

8.  New  York  Mutual  Telegraph  Co. 

9.  Ohio  &  Mississippi  Telegraph  Co. 
10.  Vermont  &  Boston  Telegraph  Co. 
U.  Pacific  &  Atlantic  Telegraph  Co. 

12.  Canadian  Marconi  Co. 

13.  Consolidated  Edison  Co.i 

14.  New  York  Telephone  Co. 

15.  Western  Union  Telegraph  Co.* 

16.  Chesapeake  &  Potomac  Telephone  Co. 

17.  Potomac  Electric  Power  Co. 

IS.   Noteholders    &    Bondholders    Committee   Standard   Gas  & 
Electric  Co.< 
III.  Affiliated  as  both  officer  and  director: 

A.  Bank  and  trust  companies: 

1.  The  Chase  Bank. 

2.  Chase  Safe  Deposit  Co. 

3.  Chase  National  Bank  of  the  City  of  New  York. 

4.  Union  Dime  Savings  Bank.* 

5.  Provident  Loan  Society  of  New  York. 

6.  Riggs  National  Bank,  Washington,  D.  C. 

7.  Central  National  Bank. 

8.  Central  Trust  Co. 

9.  Transit  Corp. 

B.  Industrial  companies: 

1.  Charles  Pfizer  &  Co. 

2.  Eastern  Abattoirs,  Ltd. 

3.  Bucyrus-Erie  Co. 

4.  Bethlehem  Steel  Corporation. 

5.  U.  S.  Steel  Corporation. 

6.  Essex  Iron  Co. 

7.  Lake  Superior  Consolidated  Iron  Mines. 

8.  Piloto  Mining  Co. 

9.  American  District  Telegraph  Co. 

C.  Insurance  companies: 

1.  Title  Insurance  Co. 

a.  Title  Guarantee  &  Trust  Co. 

D.  Publishing  companies: 

1.  Crowell  Publishing  Co.* 

2.  Pulilication  Securities  Corporation. 

3.  Printing  Securities  Corporation. 

4.  Publication  Corporation. 

E.  Real  estate: 

1.  Sr-ottish  Trust  Co. 

2.  660  Park  Avenue  Corporation. 

3.  415  Fifth  Avenue,  Inc. 

4.  51  East  67th  Street  Corporation. 

5.  Realty  &  Securities  Corporation.* 

6.  Ritz-Carlton  Hotel  Co.  of  Boston. 

7.  Ritz-Carlton  Management  Corporation. 

8.  Milclicster  Realty  Corporation. 

9.  71  Broadway  Corporation. 

F.  Transportation  (railroad): 

1.  Canadian  Pacific  Ry.  Co. 

2.  Dominion  Atlantic  Ry.  Co. 

3.  Quebec  Central  Ry.  Co. 

4.  Ontario  &  Quebec  Ry.  Co. 

5.  Alberta  Railway  &  Irrigation  Co. 

6.  Kingston  i\:  Pembroke  Ry.  Co. 

7.  Toronto,  (Jrey  &  Bruce  Ry.  Co. 

8.  Spokane  International  Ry.  Co. 

9.  Erie  R.  R.  Co. 

10.  Chicago  &  Erie  R.  R.  Co. 

G.  Utilities: 

1.  Western  Union  Telegraph  Co. 

'  Indicates  2  or  more  directors  are  affiliated  with  the  company. 

*  Mr.  McAneny  Is  a  committee  member  In  this  utility  reorganliatlon. 
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Exhibit  No.  235 

[Prepared  by  the  Securities  and  Exchange  Commission  Insurance  Study  Staff] 
Schedule  of  attendance  at  directors'  meetings  of  the  Metropolitan  Life  Insurance  Co. 


ATTENDANCE 

AT  DIRECTORS'  MEETINGS 

1938 

1937 

1936 

1935 

1934 

1933 

1932 

1631 

1930 

1929 

January 

17 
13 
15 
17 
15 
14 
17 
14 
20 
17 
13 
IG 

15 
8 
15 
16 
17 
13- 
14 

17 
15 
18 
15 

16 
11 
17 
17 
14 
15 
17 
14 
14 
18 
10 
15 

16 
14 
15 
16 
15 
12 
11 
11 
17 
14 
19 
14 

14 
11 
16 
16 
16 
14 
18 
14 
15 
20 
16 
14 

17-16 
12 
16 

17 
18 
13 
12 
15 
18 
16 
12 
16 

17-17 
14 
17 
17 
17 
13 
16 
15 
14 
17 
16 
16 

16-16 
13 
15 
12 
16 
14 
13 
12 
17 
18 
16 
12 

16-16 

13 
14 

12 
11 
10 
10 
18 
18 
15 

9-14 

7 

March      

13 

April 

17 

May 

16 

9 

July       

August 

11 

September 

13 

12 

November          .  . 

15 

December 

IC 

BRIEF  ANALYSIS  OF  125   MEETING? 

1.  Average  attendance,  15  directors. 

2.  (a)  2  meetings  attended  by  20  directors  (largest  number),  (6)  1  m.eeting  attended  )>y  19  directors,  (c)  8 
meetings  attended  by  18  directors,  (d)  20  meetings  attended  by  17  directors,  (<•)  25  meetings  attoided  by  18 
directors,  (/)  16  meetings  attended  by  15  directors,  (g)  18  meetings  attended  by  14  directors.  (/;)  Id  meetings 
attended  by  13  directors,  (i)  12  meetings  attended  by  12  directors,  0)  7  neetings  attended  by  ll  tlirecfors, 
(A)  2  meetings  attended  by  10  directors,  (0  2  meetings  attended  by  9  directors,  (m)  1  meeting  attended  by 
8  directors,  («)  1  meeting  attended  by  7  directors— total,  126  meetings. 


Exhibit  No.  236 

[From  files  of  Metropolitan  Life  Insurance  Co.,  oflBi 


:  of  the  chairman  of  the  board] 


New  York,  February  9,  1934. 
Mr.  Frederick  H.  Ecker, 

President,  Metropolitan  Life  Insurance  Co., 

New  York  City. 
Dear  Dear  Friend:  You  probably  have  heard  that  I  have  been  in  pretty 
poor  health  the  past  5  months,  and  I  do  not  seem  to  be  rapidly  recovering.  As 
a  result  of  this,  I  am  retiring  from  everything  I  can.  You  probably  also  liave 
noticed  that  I  have  even  retired  from  the  Chase  Bank,  where  I  liave  been  a 
director  so  many  years.  The  only  directorates  I  am  now  on,  are  those  of  the 
Bethlehem  Steel  Co.  and  the  Metropolitan  Life  Insurance  Co. 

It  seems  to  me  that  you  should  have  someone  who  could  give  active  attention 
to  your  company  as  a  director,  and  this  I  am  at  present  unable  to  do,  nor  likely 
to  be  able  to  do  for  some  little  time.  Under  these  circumstances,  I  wonder  if 
you  would  not  like  me  to  resign  to  make  way  for  someone  else.  You  have  been 
BO  universally  kind  and  considerate  to  me  during  all  these  years  that  it  is  a  matter 
of  extreme  regret  to  break  off  business  relations  with  you,  but  please  l)e  perfectly 
frank  and  tell  me  what  you  would  like  me  to  do.  My  only  desire  is  to  serve  you 
and  be  of  service  to  you  if  I  can. 

With  all  good  wishes,  and  best  regards  always,  I  am 
Sincerely  yours, 

C.  M.  Schwab. 


Exhibit  No.  237 

[From  flies  of  Metropolitan  Life  Insurance  Co.,  oCBce  of  the  chairman  of  the  bor.rd) 

February  15,  1934. 
Charles  M.  Schwab,  Esq., 

New  York,  N.  Y. 

Dear  Charlie  and  may  I  have  the  privilege  of  also  adding  my  dear,  dear  friend: 

_My  first  reaction  upon  reading  your  note  of  the  9th,  which  came  to  me  last  week 

in  the  midst  of  our  convention  activities,  was  one  of  chagrin  over  the  failure  to 

carry  out  my  good  intention  to  look  you  up  long  since.    I  do  know  something  of 
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the  things  to  which  you  refer.  I  knew  of  your  being  at  the  Doctors  Hospital  and 
my  being  persuaded  by  someone — I  don't  remember  just  who  it  was — not  to  go 
ovei;and  try  to  see  you  there;  that  you  were  there  for  a  rest  and  preferred  not  to 
have  visitors.  My  conscience  troubles  me  sorely  that  I  didn't,  at  least,  send  you 
a  note  and  let  you  know  I  was  thinking  about  you. 

With  respect  to  the  particular  subject  of  your  letter,  we  are  having  no  difficulty 
in  getting  a  quorum  for  our  meetings.  Frankly  I  would  have  more  regret  than 
you  express  at  breaking  off  your  relations  with  the  Metropolitan.  I  much  appre- 
ciate the  way  you  write  about  it.  My  preference  is  the  situation  should  not  be 
disturbed.    If,  on  our  side,  it  changes  at  all,  I  will  be  frank  and  let  you  know. 

At  your  convenience,  I  wish  you  would  let  me  know  where  you  are  and  whether 
I  might  not  stop  in  and  have  a  chat. 

We  had  a  great  convention  last  week.  Under  all  the  conditions,  we  were  able 
to  make  a  very  good  financial  statement  and  while  all  the  insurance  companies 
have  suffered  some  decrease  in  the  amount  of  insurance  in  force — taking  the  com- 
panies as  a  whole,  a  5-peroent  reduction  of  insurance  in  force — our  own  loss  was 
only  1  percent.  In  the  strictly  ordinary  department,  we  wrote  more  business  latft 
year  than  the  year  before.  Our  men  were  most  enthusiastic  and  the  outlook  for 
this  year  is  more  than  promising. 

I  am  leaving  tomorrow  to  hold  territorial  meetings,  taking  me  as  far  as  New 
Orleans.  During  the  year  I  expect  I  will  have  to  cover  almost  the  whole  United 
States  and  Canada. 

So  you  see  I  am  able  to  make  to  you  a  good  report  of  our  business  situation; 
and  then  I  am  mentioning  my  going  away  tomorrow  to  say  that  I  will  be  back 
right  after  the  1st  of  March  and  at  home  for  perhaps  a  couple  of  weeks  before  I 
start  out  again."  If  I  were  to  know  it  would  be  agreeable  to  you  and  where,  it 
would  please  me  very  much  to  be  alile  to  stop  and  see  you. 
Sincerely  yours, 

,  President. 


Exhibit  No.  238 

CHARTER    AND    BY-LAWS    OF    METROPOLITAN    LIFE    INSURANCE 
COMPANY 

[INCORPORATED    BY    THE    STATE    OF   NEW    YORK] 

As  amended  to  March  24,  1936 

Adopted  Pursuant  to  Section  52  of  the  Insurance  Law  of  the  State  or 
New  York  Upon  Its  Reincorporation  Thereunder 

This  is  to  certify  that  Metropolitan  Life  Insurance  Company,  a  corporation 
heretofore  duly  organized  and  existing  under  and  by  virtue  of  the  laws  of  the 
State  of  New  York,  and  existing  or  doing  business  on  October  first,  eighteen 
hundred  and  ninety-two,  has  by  a  vote  of  a  majority  of  its  Directors  duly  accepted 
the  provisions  of  Chapter  thirty-three  of  the  laws  of  the  State  of  New  York  of 
nineteen  hundred  and  nine,  known  as  the  "Insurance  Law,"  and  the  amendments 
thereto,  pursuant  to  the  authority  conferred  by  Section  52  of  said  law,  and  adopted 
the  following  charter  in  conformity  therewith  for  the  purpose  of  reincorporating 
thereunder. 

Article  I 

The  name  of  the  corporation  shall  continue  to  be  "Metropolitan  Life  Insurance 
Co." 

Article  II 

Said  corporation  shall  be  located  and  have  its  principal  place  of  business  in  the 
Borough  of  Manhattan,  City  of  New  York,  in  the  State  of  New  York. 

Article  III 

The  business  of  said  corporation  and  the  kinds  of  insurance  to  be  undertaken 
by  it  are  to  make  insurance  upon  the  lives  and  the  health  of  persons,  and  every 
insurance  appertaining  thereto;  and  to  grant,  purchase  or  dispose  of  annuities; 
and  to  make  insurance  against  injury,  disablement  or  death  resulting  from  travel- 
ing or  general  accident,  and  against  disablement  tesulting  from  sickness,  and 
every  insurance  appertaining  thereto,  said  kinds  of  insurance  being  authorized 
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by  and  under  subidivions  one  and  two  of  Section  70  of  the  Insurance  Law  of  the 
State  of  New  York. 

Article  IV 

Section  1.  The  corporate  powers  of  said  corporation  shall  be  exercised  by  a 
Board  of  Directors,  by  a  President  and  Vice-President  of  the  corporation,  and  by 
such  other  officers  and  agents  as  the  Board  may  elect  or  appoint  and  empower. 

Sec.  2.  The  Board  of  Directors  shall  consist  of  twenty-five  directors  elected  as 
hereinafter  provided,  that  being  the  present  number  of  its  Directors. 

Sec.  3.  The  Board  of  Directors  shall  have  power  to  make  and  prescribe  from 
time  to  time  such  by-laws,  rules,  and  regulations  for  the  transaction  of  the  business 
of  the  corporation  and  the  conduct  of  its  affairs,  not  inconsistent  with  the  laws  of 
the  State  or  this  charter,  as  may  be  deemed  expedient,  and  to  amend  or  repeal 
fluch  by-laws,  rules,  and  regulations. 

Sec.  4.  Nine  Directors  shall  constitute  a  quorum  for  the  transaction  of  busi- 
ness; but  a  less  number  may  meet  and  adjourn  from  time  to  time  until  a  quorum 
is  present. 

Article  V 

Section  1.  The  Directors  of  the  corporation  shall  be  elected  by  the  policy- 
holders as  prescribed  by  law.  The  President  and  Vice-President  of  the  corpora- 
tion shall  be  elected  by  the  Directors  from  their  own  number.  The  other  officers 
flhaU  be  appointed  by  the  Board  of  Directors. 

Sec.  2.  The  election  of  Directors  shall  be  held  on  the  second  Tuesday  of  April 
in  the  year  one  thousand  nine  hundred  and  fifteen  and  biennially  thereafter  on 
the  second  Tuesday  of  April,  at  the  Home  Office  of  the  Company  in  the  Borough 
of  Manhattan,  in  the  City  of  New  York,  in  the  manner  prescribed  by  law. 

Sec.  3.  The  President  and  Vice-President  of  the  corporation  shall  be  elected 
At  the  first  stated  meeting  of  the  Board  of  Directors  held  after  the  election  of 
Directors  on  the  second  Tuesday  of  April  in  the  year  one  thousand  nine  hundred 
and  fifteen,  and  annually  thereafter;  each  of  them  shall  continue  to  hold  his  office 
and  discharge  his  duties  until  his  successor  has  been  elected. 

Sec.  4.  Vacancies  in  the  Board  of  Directors  or  any  office  shall  be  filled  by  the 
Board  of  Directors,  a  majority  of  the  votes  of  the  Directors  present  at  any  meeting 
constituting  a  choice. 

Sec.  5.  The  present  members  of  the  Board  of  Directors  and  the  present  Officers 
of  the  corporation  shall  continue  to  be  such  Directors  and  Officers  until  the  expira- 
tion of  the  respective  terms  for  which  they  were  elected. 

Article  VI 

The  Corporation  having  as  a  domestic  stock  life  insurance  corporation  heretofore 
duly  complied  with  the  requirements  of  Section  95  of  the  Insurance  Law  of  the 
State  of  New  York,  and  carried  out  a  plan  for  the  acquisition  of  all  the  shares  of 
its  capital  stock  d\ily  approved  as  in  said  Section  95  required  and  provided,  and 
having  thereby  become  a  mutual  life  insurance  corporation,  it  shall  continue  to 
be  a  mutual  company  without  capital  stock. 

Article  VII 

The  Board  of  Directors  may  purchase  at  any  time  for  the  benefit  of  the  corpora- 
tion any  policy  of  insurance  or  other  obligation  of  the  corporation  growing  out  of 
its  business;  and  also  any  claims  of  policyholders  for  profits;  but  no  director, 
officer,  agent  or  employee  of  the  corporation  shall  make  any  such  purchase  for  his 
interest,  benefit  or  advantage. 

Article  VIII 

The  corporation  may  divide  its  business  of  making  insurance  upon  the  lives  of 
persons  and  every  insurance  appertaining  thereto  and  of  granting,  purchasing  or 
disposing  of  annuities,  into  two  departments,  the  books  and  accounts  of  which 
shall  be  kept  separate  and  distinct,  and  which  shall  be  known  respectively  as  the 
"Ordinary  Department"  and  the  "Industrial  Department";  and  the  net  surplus 
derived  from  the  business  of  the  Ordinary  Department  as  annually  ascertained  in 
the  manner  provided  by  law  shall  be  apportionable  to  the  policies  in  that  depart- 
ment entitled  to  share  therein,  and  the  net  surplus  derived  from  the  business  of 
the  Industrial  Department  as  annually  ascertained  in  the  manner  provided  by 
law  shall  be  apportionable  to  the  policies  in  that  Department  entitled  to  share 
therein.  Nothing  herein  contained  shall  be  construed  to  require  the  corporation 
to  separate  its  investments  between  Departments. 
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Article  IX. 

The  Directors  of  said  corporation  shall  annually  cause  a  statement  to  be  made 
of  the  true  state  of  its  affairs  and  shall  well  and  truly  ascertain  the  surplus  earned 
by  the  corporation  during  the  year,  which  said  ascertainment  of  surplus  shall  be 
binding  and  conclusive  upon  every  person  entitled  to  share  in  said  surplus.     , 

\rticle  X 

Said  corporati'jn  shall  have  perpetual  succession. 

In  Witness  Whereof  said  Metropolitan  Life  Insurance  Company  has  by  a 
vote- of  a  majority  of  its  Directors  regularly  convened  as  a  board  caused  its  name 
to  be  hereunto  subscribed  by  its  President,  John  R.  Hegeman,  and  its  corporate 
seal  to  be  hereunto  affixed  and  attested  by  its  Secretary,  James  S.  Roberts,  this 
sixth  day  of  January,  in  the  year  of  our  Lord  one  thousand  nine  hundred  and 
fifteen. 

Metropolitan  Life  Insurance  Company, 
By  John  R.  Hegeman,  President. 
[Seal  of  Company.] 

(Canceled  10-cent  Documentary  U.  S.  Revenue  stamp.) 
Attest: 

James  S.  Roberts,  Secretary. 

State  of  New  York, 

County  and  City  of  New  York,  ss. 

On  this  sixth  day  of  January,  in  the  year  one  thousand  nine  hundred  and 
fifteen,  before  me,  the  undersigned,  personally  came  John  R.  Hegeman,  to  me 
known,  who  being  by  me  duly  sworn  did  depose  and  say  that  he  resides  at  Mama- 
roneck,  State  of  New  York;  that  he  is  the  President  of  Metropolitan  Life  Insur- 
ance Company,  the  corporation  described  in  and  which  executed  the  foregoing 
instrument,  that  he  knows  the  seal  of  said  corporation;  that  the  seal  affixed  to 
said  instrument  is  such  corporate  seal;  that  it  was  so  affixed  by  order  of  the  Board 
of  Directors  of  said  corporation;  and  that  he  signed  said  instrument  on  behalf  of 
said  corporation  by  like  order. 

Also  personally  came  James  S.  Roberts,  to  me  known,  who  being  by  me  duly 
sworn  did  depose  and  say  that  he  resides  at  246  West  136th  Street,  in  the  Borough 
of  Manhattan,  in  the  City  of  New  York,  State  of  New  York;  that  he  is  the  Secre- 
tary of  Metropolitan  Life  Insurance  Company,  the  corporation  described  in  and 
which  executed  the  above  instrument;  that  he  knows  the  seal  of  said  corporation; 
that  the  seal  affixed  to  said  instrument  is  such  corporate  seal;  and  that  it  was  so 
affixed  by  order  of  the  Board  of  Directors  of  said  corporation,  and  that  he  signed 
his  name  in  attestation  thereof  by  like  order. 

In  Witness  Whereof  I  have  hereunto  set  my  hand  and  affixed  my  notarial  seal 
in  the  Borough  of  Manhattan,  City  of  New  York,  the  day  and  year  first  above 
written, 

F.  J.  Geist, 
Notary  Public,  Richmond  Co. 

Certificate  filed  in  New  York  County  No.  9  (Register's  No.  5062).^ 
(Canceled  10-cent  documentary  United  States  revenue  stamp.) 
[Seal  of  Francis  J.  Geist,  Notary  Public] 


State  of  New  York 

INSURANCE    department ALBANY 

Frank  Hasbrouck, 

Superintendent  of  Insurance. 
Whereas  Metropolitan  Life  Insurance  Company,  a  domestic  corporation  exist- 
ing or  doing  business  on  October  1,  1892,  and  now  holding  for  all  its  outstanding 
policies  or  certificates  assets  equal  in  value  to  the  minimum  reserve  required  bj' 
Section  84  of  the  Insurance  Law,  has  by  a  vote  of  a  majority  of  its  Directors 
accepted  the  provisions  of  Cliapter  thirty-three  of  the  laws  of  nineteen  hundred 
and  nine,  known  as  the  "Insurance  Law,"  under  the  authority  conferred  by 
Section  52  thereof,  and  adopted,  for  the  purpose  of  reincorporating  thereunder, 
a  charter  in  conformity  therewith,  incident  to  having  been  converted  from  a 
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stock-life  insurance  corporation  into  a  mutual-life  insurance  corporation  through 
taking  the  proceedings  prescribed  in  Section  95  of  the  Insurance  Law;  and 

Whereas  said  Company  has  presented  to  me  said  charter,  certified  in  due  form 
to  have  been  so  adopted,  with  the  record  of  the  adoption  thereof,  for  my  consent 
required  by  Section  62  of  the  Insurance  Law,  and  has  applied  to  me  for  my  certi- 
ficate certifying  under  my  hand  and  official  seal  that  it  has  complied  with  all  the 
requirements  of  law  to  be  observed  by  it  in  the  premises  and  is  authorized  to 
transact  the  business  of  insurance  specified  in  its  said  charter;  and 

Whereas  the  said  charter  has  been  submitted  by  me  to  the  Attorney  General 
for  his  examination  and  certified  by  him  to  be  in  accordance  with  the  requirements 
of  law: 

Now,  therefore,  I,  Frank  Hasbrouck,  Superintendent  of  Insurance  of  the  State 
of  New  York,  do  consent  to  the  acceptance  by  said  Metropolitan  Life  Insurance 
Company  of  the  provisions  of  Chapter  thirty-three  of  the  laws  of  nineteen  hundred 
and  nine  of  this  State,  known  as  the  "Insurance  Law,"  and  to  such  charter. 

And  I  do  hereby  further  certify  that  said  Metropolitan  Life  Insurance  Com- 
pany has  complied  with  all  the  requirements  of  law  to  be  observed  by  it,  and  upon 
the  filing  in  this  office  of  said  charter,  so  certified,  the  record  of  the  adoption  thereof 
and  this  consent  is,  pursuant  to  said  charter,  authoriied  to  make  insurance  upon 
the  lives  and  the  health  of  persons  and  every  insurance  appertaining  thereto;  and 
to  grant,  purchase,  or  dispose  of  annuities;  and  to  make  insurance  against  injury, 
disablement,  or  death  resulting  from  traveling  or  general  accident  and  against 
disablement  resulting  from  sickness  and  every  insurance  appertaining  thereto,  as 
provided  for  under  subdivisions  one  and  two  of  Section  70  of  the  Insurance  Law. 

In  witness  whereof  I  have  hereunto  set  my  hand  and  affixed  my  official  seal,  at 
the  Insurance  Department  in  the  City  of  Albany,  on  the  sixth  day  of  January,  in 
the  year  of  our  Lord  one  thousand  nine  hundred  and  fifteen. 

[Seal  of  Superintendent  of  Insurance.]  Frank  Hasbrouck, 

Superintendent  of  Insurance. 

By-Laws  of  Metropolitan  Life  Insurance  Company 
officers 

Section  1.  The  Officers  of  this  Company  shall  consist  of  a  Chairman  of  the 
Board,  the  President  and  Vice-President  provided  for  in  the  Charter,  and,  in 
addition,  the  following:  such  other  Vice-Presidents  as  the  Board  of  Directors 
may  determine,  Treasurer,  one  or  more  Asssistant  Treasurers,  Secretary,  one  or 
more  Assistant  Secretaries,  one  or  more  Actuaries,  one  or  more  Assistant  Actuaries, 
one  or  more  Comptrollers,  one  or  more  Assistant  Comptrollers,  one  or  more 
Medical  Directors,  one  or  more  Assistant  Medical  Directors,  one  or  more  General 
Counsel,  one  or  more  Assistants  General  Counsel,  Auditor,  Statistician,  Assistant 
Statistician,  Economist,  and  Personnel  Officer. 

ELECTION    OF   OFFICERS 

Sec.  2.  The  Chairman  of  the  Board  and  the  President  and  Vice-President 
provided  for  in  the  Charter  shall  be  elected  at  the  stated  meeting  of  the' Board  of 
Directors  in  the  month  of  April  of  each  year,  or  at  the  first  adjourned  meeting 
thereafter;  each  of  them  shall  continue  to  hold  his  office  and  discharge  his  duties 
until  his  successor  has  been  elected. 

APPOINTMENT    OF    OFFICERS 

Sec.  3.  All  other  Officers  shall  be  appointed  by  the  Board  and  hold  their  offices 
until  their  successors  are  appointed  respectively. 

REGULAR  BOARD  MEETINGS 

Sec.  4.  The  Board  of  Directors  shall  hold  a  meeting  on  the  fourth  Tuesday 
of  each  month,  to  hear  the  reports  of  Officers  and  Committees,  and  for  the''trans- 
action  of  general  business.  The  Board  may,  on  motion,  change  the  date  of  a 
stated  monthly  meeting,  or  may  adjourn  a  meeting  to  a  later  specified  date. 
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SPECIAL   BOARD    MEETINGS 

Sec.  5.  Special  meetings  of  the  Board  may  be  called  at  any  time  by  the  Chair- 
man of  the  Board  or  by  the  President;  in  their  absence,  by  the  Vice-President 
provided  for  in  the  Charter;  and  in  the  absence  of  all  of  such  Officers,  by  any 
three  members  of  the  Board,  for  the  transaction  of  such  special  business  as  shall 
be  indicated  in  the  call  for  the  same. 

STANDING   committees — QUORUM 

Sec.  6.  At  the  meeting  to  be  held  on  the  fourth  Tuesday  of  April  in  each  and 
every  year,  there  shall  be  appointed  by  the  Chairman  of  the  Board,  or  in  his 
absence  by  the  President,  with  the  concurrence  of  the  Board,  from  its  membership 
other  than  Officers,  six  standing  committees,  which  shall  hold  their  appointments 
for  one  year,  to  wit:  a  Finance  Committee  consisting  of  six  members;  a  Real 
Estate  Committee  of  four  members;  an  Auditing  Committee  of  four  members; an 
Insurance  and  Agency  Committee  of  four  members;  a  Home  Office  Committee  of 
four  members;  and  a  Welfare  Committee  of  five  members.  Said  Committees  shall 
make  reports  to  the  Board  and  make  such  recommendations  from  time  to  time  as 
they  may  deem  proper.  They  shall  be  attended  at  their  meetings  by  an  Officer 
to  be  designated  by  the  Chairman  of  the  Board  or  by  the  President.  They  may 
appoint  a  time  for  their  meetings  at  such  intervals  and  provide  for  such  notices 
thereof  as  they  shall  deem  proper  for  the  due  performance  of  their  duties,  and 
meetings  may  be  called  at  any  time  by  the  Chairman  of  the  Board,  the  President, 
or  the  Vice  President  provided  for  in  the  Charter.  The  number  of  members  of 
each  Committee  above  named  shall  be  in  addition  to  the  Chairman  of  the  Board 
and  the  President,  who  shall  be  ex  officio  members  qf  all  except  the  Auditing 
Committee.  A  majority  of  the  members  of  the  Finance  and  Real  Estate  Com- 
mittees, respectively,  shall  constitute  a  quorupi  of  said  Committees.  Each  of 
the  other  Committees  may,  by  a  unanimous  vote,  fix  the  number  of  members 
thereof  that  shall  constitute  a  quorum.  Vacancies  in  the  membership  of  the 
Committees  shall  be  filled  in  the  same  manner  as  the  original  appointment. 

standing  committees  substitutes 

Sec.  7.  If  at  any  meeting  of  these  Committees  a  quorum  be  not  present  or  the 
Officers  shall  have  ascertained  in  advance  thereof  that  a  quorum  will  not  be 
present,  the  member  or  members  present,  whether  constituting  a  quorum  or  not, 
or  the  Chairman  of  the  Board,  the  President,  or  the  Vice  President  provided  for  in 
the  Chartei  shall  have  the  power  to  appoint  a  substitute  or  substitutes  from  the 
members  of  the  Board  of  Directors  to  act  during  the  temporary  absence  of  any 
member  or  members  of  such  Committees. 

standing  committee  records 

Sec.  8.  Each  of  said  Committees  shall  keep,  in  books  for  that  purpose,  a  record 
of  its  proceedings  which  shall  be  reported  to  the  Board  and  also  at  any  special 
meeting,  if  called  for  by  the  Board. 

finance  committee 

Sec.  9.  The  Finance  Committee  shall  exercise  general  control  and  supervision 
of  the  financial  affairs  and  accounts  of  the  Company  and  shall  have  charge  of  the 
investments,  including  purchase  and  sale  of  securities  and  the  management  of  the 
assets  of  the  Company,  except  those  invested  on  bond  and  mortgage  atid  real 
estate  ow)ned. 

REAL    ESTATE    COMMITTEE 

Sec.  10.  The  Real  Estate  Committee  shall  have  charge  of  the  management  of 
the  assets  of  the  Company  invested  on  bond  and  mortgage,  including  original  in- 
vestments and  extensions  or  modifications  of  the  same,  and  shall  also  have  super- 
vision of  the  real  estate  of  the  Company  with  power  to  authorize  the  Officers  to 
sell  the  same,  except  the  Company's  Home  or*  Head  Office  properties. 
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AUDITING   COMlaiTTEE 


Sec.  11.  It  shall  be  the  duty  of  the  Auditing  Committee  to  examine  vouchers, 
and  audit  account^  and  receipts  and  disbursements  of  the  Company;  to  have 
supervision  of  rules  and  methods  for  recording  and  auditing  the  same;  and  to 
make  from  time  to  time  such  examination  thereof  as  they  may  deem  necessary 
through  pubh'c  accountants  or  otherwise. 


INSURANCE    AND    AGENCY    COMMITTEE 


Sec.  12.  The'Insurance  and  Agency  Committee  shall  have  general  supervision 
of  plans  and  policies  of  insurance  and  may  exercise  general  supervision  over  the 
appointment  of  Managers,  Assistant  Managers,  and  Inspectors  and  contracts  with 
the  same,  and  the  prescription  of  Territories  and  Districts. 

■<    home  office  committee 

Sec  13.  The  Home  OflBce  Committee  shall  have  general  supervision  01,  aud 
shall  advise  with  the  Oflficers  concerning,  the  employees  at  the  Home  Office  and 
Head  Offices,  of  their  care  and  compensation,  and  the  administration  by  Depart- 
ments and  Divisions,  and  of  the  provision  of  office  space. 

WELFARE    committee 

Sec.  14.  The  Welfare  Committee  shall  have  general  supervision  of  the  Com- 
pany's Sanatorium  and  of  the  Medical,  Dental,  and  other  forms  of  welfare  service 
at  the  Home  Office  and  elsewhere  and  of  the  administration  of  the  saine. 

CHAIRMAN  OF  THE  BOARD  ANP  PRESIDENT 

Sec.  15.  It  shall  be  the  duty  of  the  Chairman  of  the  Board,  and  in  his  absence, 
or  in  concurrence  with  the  Chairman,  of  the  President  to  exercise  a  supervision 
and  superintendence  over  all  the  business  and  afifairs  of  the  Company ;  to  report, 
at  each  regular  meeting  of  the  Board,  the  condition,  standing,  and  .affairs  of  the 
Company;  to  have  the  custody,  in  connection  with  the  appropriate  Officers,  of 
the  cash,  assets,  securities,  and  other  property  of  the  Company;  to  make  invest- 
ments, and  to  call  in  the  same,  and  to  sell  the  same  with  the  consent  of  the  Finance 
Committee  or  the  Real  Estate  Committee;  to  have  custody  of  the  corporate  seal 
of  the  Company,  and  to  execute  and  acknowledge  all  papers  necessary  and  proper 
to  be  executed  in  the  performance  of  the  foregoing  duties;  and  to  perform  such 
other  duties  as  usually  devolve  on  the  chief  executive  officers  of  like  companies. 
It  shall  be  the  duty  of  the  Chairman  of  the  Board,  or  in  his  absence,  of  the  Presi- 
dent, to  preside  at  all  meetings  of  the  Board. 

VICE    president — SECRETARY   TO    BOARD    OF   DIRECTORS 

Sec.  16.  It  shall  be  the  duty  of  the  Vice  President  provided  for  in  the  Charter 
to  consult  and  advise  with  the  Chairman  of  the*  Board  and  with  the  President, 
whenever,  requested,  in  all  matters  and  affairs  of  the  Company;  to  keep  the 
minutes  of  the  proceedings  of  the  Board  of  Directors  and  act  as  Secretary  to  the 
Board;  to  assist  the  Chairman  of  the  Board  and  the  President  in  the  discharge 
of  their  duties  whenever  requested,  and  to  have  all  the  powers  and  to  perform  all 
the  duties  of  the  President  in  his  absence  or  inability  to  act,  and  in  concurrence 
with  the  Chairman  of  the  Board  and  the  President,  to  have  general  oversight  of 
all  the  business  and  affairs  of  the  Company. 

OTHER  vice  PRESIDENTS 

Sbc.  17.  The  duties  of  the  other  Vice  Presidents  shall  be  such  aa  shall  be  desig- 
nated by  the  Oiairman  of  the  Board  or  the  President. 

TREASURER 

Sec.  18.  It  shall  be  the  duty  of  the  Treasurer  to  have  the  custody  and  the 
general  oversight  of  the  investments  of  the  Company  in  bonds  and  stocks  and 
collateral  loans.  He  shall  attend  the  meetings  of  the  Finance  Cgipmittee  and 
make  such  recommendations  as  he  deems  advisable.  He  shall  attend  to  the  collec- 
tion of  interest  and  income.  He  shall  have  charge  of  the  bank  accounts  and 
eheck  books,  and  of  the  clerical  forces  in  the  Cashier's  and  Paymaster's  Divisif  ns. 
124*91— as— piL  4—25 
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He  shall  have  general  supervision  of  the  disbursements  and  expenditures  of 
the  Company.  He  shall  make  regular  reports  as  required  to  the  Chairman  of 
the  Board,  to  the  President,  to  the  Finance  Committee,  and  the  Board  of  Directors. 

SECRETARY 

Sec.  19.  It  shall  be  the  duty  of  the  Secretary  to  provide  and  have  supervision 
over  such  of  the  records  and  books  of  the  Company  as  do  not  come  under  the 
charge  of,  and  are  not  allocated  to  duties  of,  other  Ofhcers,  and  to  certify  such 
records  and  papers  of  the  Company  as  may  be  necessary.  He  shall  have  general 
charge  of  that  part  of  the  clerical  force  of  the  Company,  not  under  the  charge  of 
other  OfTicers,  having  to  do  with  the  receipt  of  applications  and  preparation  of 
policies  for  issue,  including  the  Audit  Division  as  it  is  divided  among  the  Super- 
intendents of  Agencies,  and  shall  have  charge  of  the  files  and  records  in  connection 
with  their  work.  He  shall  exercise  general  supervision  over  all  details  of  the 
Home  Office  systems  and  records  incident  to  the  performance  of  Field  activities 
and  of  the  District  Office  systems  of  accounting.  He  shall  act  as  Secretary  of 
the  meetings  of  the  Superintendents  of  Agencies  and  have  supervision  of  the 
execution  of  such  of  their  recommendations  as  shall  have  the  approval  of  the 
Chairman  of  the  Board  or  of  the  President.  He  shall  perform  such  other  duties 
as  may  be  required  by  the  Chairman  of  the  Board,  the  President,  or  Board  of 
Directors. 

ACTUARIES 

Sec.  20.  It  shall  be  the  duty  of  the  Actuaries  to  keep  a  strict  account  of  all 
risks  taken  by  the  Company  and  of  the  registry  and  cancelations  of  the  policies 
of  the  Company;  to  examine  statistics  and  tables,  and  to  make  all  the  necessary 
mathematical  and  actuarial  calculations  relating  to  premium  rates,  dividends, 
reserves,  and  surrender  values,  forming  the  basis  on  which  the  Company  shall 
take,  cancel,  or  exchange  risks,  grant  or  purchase  Annuities,  and  prepare  proper 
tables  of  the  same  for  common  use,  and  to  report  at  the  meeting  of  the  Board  to 
be  held  on  the  fourth  Tuesday  in  January,  in  each  year  (made  up  to  the  thirty- 
first  day  of  December  next  preceding),  the  condition  of  the  affairs  of  the  Com- 
pany, predicated  upon  an  actuarial  valuation  of  the  obligations  of  the  Company 
and  of  all  its  assets,  contingent  and  in  possession;  to  assist  all  Committees  at 
their  sittings  when  requested,  and  to  perform  all  the  general  rules  of  an  actuary. 

comptroller 

Sec.  21.  It  shall  be  the  duty  of  the  Comptroller  to  have,  under  the  direction 
of  the  Chairman  of  the  Board,  and  in  his  absence,  or  in  concurrence  with  the 
Chairman,  of  the  President,  charge  of  the  real  estate  belonging  to  the  Company 
and  of  the  Company's  investments  in  bonds  and  mortgages  except  farm  real 
estate  and  investments  in  farm  mortgages. 

MEDICAL   director 

Sec.  22.  It  shall  be  the  duty  of  the  Medical  Director  to  formulate  rules  for  the 
medical  examination  of  applicants  for  insurance,  claimants  for  disability  and 
applicants  for  employment  and  to  arrange  for  the  necessary  reports  in  each  case; 
to  give  advice  and  counsel  on  the  medical  information  submitted  in  these  reports 
and  papers  whenever  necessary,  and  to  have  general  charge  and  supervision  of 
medical  parts  of  applications  and  claim  papers;  to  have  supervision  of  the  appoint- 
ment and  removal  of  Medical  Examiners;  to  have  supervision,  with  the  Welfare 
Committee,  of  the  Sanatorium  and  of  the  physical  examination  and  care  of  em- 
ployees. 

GENERAL    COUNSEL 

Sec.  23.  The  duties  of  the  General  Counsel  shall  be  to  render  such  services  and 
legal  advice  to  the  Officers  of  the  Company,  the  Board  and  Committees  thereof, 
as  they  may  request;  legal  services  growing  out  of  the  investments,  contracts 
engagements,  claims,  rights,  remedies,  and  liabilities  of  the  Company  and  out  of 
(Statutes  and  bills  introduced  in  legislative  bodies,  as  the  best  interest  of  the 
Company  may  require;  and  he  may  employ  other  Attorneys  for  examination  of 
tjtles,  foreclosures,  and  for  special  counsel  and  advice  and  conduct  of  litigation. 
He  shall  perform  such  other  legal  services  as  may  be  designated,  and  such  other 
duties  as  may  be  required  by  the  Chairman  of  the  Board  or  by  the  President. 
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Sec.  24.  It  shall  be  the  duty  of  the  Auditor,  under  the  supervision  of  the  Chair- 
man of  the  Board  or  of  the  President,  to  audit  the  accounts  of  the  various  Divisions 
of  the  business,  to  authenticate  payments  to  and  from  the  Home  Office  and  the 
Agency  Force  and  claimants  and  creditors;  to  prepare  forms  of  vouchers  and  re- 
quire proper  execution  of  vouchers;  to  coordinate  the  various  accounts  and  books 
of  account  of  the  office  and  to  keep  such  general  books  as  shall  show  the  financial 
condition  and  affairs  of  the  Company.  He  shall  attend  the  meetings  of  the  Audit- 
ing Committee. 

STATISTICIAN 

Sec.  25.  It  shall  be  the  duty  of  the  Statistician  to  examine  and  study  the 
mortality,  morbidity,  and  accident  experience  of  the  Company  as  to  its  employees 
and  policyholders;  to  examine  and  study  public  statistics  in  any  matters  aflfect- 
ing  the  health  and  welfare  of  the  community;  to  make  and  keep  records  thereof; 
to  make  recommendations  as  guides  to  the  Officers  having  charge  of  the  issue  of 
insurance  as  to  classification  of  risks;  and  to  make  reports  and  prepare  theses  on 
topics  of  value  to  the  Company's  business  and  on  special  subjects  as  requested 
by  the  Officers. 

ECONOMIST 

Sec.  26.  It  shall  be  the  duty  of  the  Economist  to  assemble  and  classify  facts 
relating  to  the  conduct  of  the  Company's  business  and  data  aflFecting  business 
conditions  in  which  th,e  Company  is  interested,  to  advise  with  the  Officers  and 
those  in  charge  of  Divisions,  to  report  to  the  Officers  his  conclusions  thereon  and 
as  to  probable  future  trends  in  the  respective  matters  under  his  investigation. 

DEPOSIT  ABIB8 

Sec.  27.  All  moneys  received  by  the  Company  at  its  Home  and  Head  Offices 
shall  be  deposited  in  the  name  of  the  Company  under  such  regulations,  and  in 
such  depositaries  as  shall  be  designated  by  the  Finance  Committee.  AU  invest- 
ments in  stocks  and  registered  bonds,  loans,  loans  upon  bond  and  mortgage,  shall 
be  made  in  the  name  of  Metropolitan  Life  Insurance  Company,  except  such  as 
are  deposited  with  public  officials  pursuant  to  law. 

execution  of  instruments 

Amendment  adopted  June  22,  19S7 

Sec.  28.  Any  two  of  the  following  Officers,  namely,  the  Chairman  of  the  Board, 
the  President,  the  Vice-President  provided  for  in  the  Charter,  Treasurer,  any  other 
Vice-President,  Secretary,  Comptroller,  General  Counsel,  and  Personnel  Officer, 
or  any  one  of  the  foregoing  Officers  with  an  Assistant  Secretary,  Assistant 'Treas- 
urer, Assistant  Comptroller,  or  Assistant  General  Counsel,  shall  have  power  to 
execute  transfers  of  stock,  deeds,  releases  of  mortgages,  satisfaction  pieces,  and 
all  other  instruments  entitled  to  be  recorded  within  the  State  of  New  York  or 
within  any  other  jurisdiction,  and  all  other  contracts  and  instruments  in  writing 
necessary  for  the  Company  in  the  management  of  its  affairs,  and  to  attach  the 
Company's  seal  when  necessary. 

checks 

All  checks  shall  be  signed  by  two  of  the  following:  the  Chairman  of  the  Board, 
the  President,  the  Vice-President,  provided  for  in  the  Charter,  any  other  Vice- 
Presidents,  the  Treasurer,  the  Assistant  Treasurers,  the  Secretary,  the  Assistant 
Secretaries,  the  Actuaries,  the  Comptroller,  the  Assistant  Comptrollers,  the 
Auditor,  the  Medical  Directors,  the  Assistant  Medical  Directors,  the  General 
Counsel;  and,  at  the  Pacific  Coast  Head  Office,  the  Cashier  of  the  Pacific  Coast 
Head  Office,  and  the  Superintendent  of  Agencies  of  the  Pacific  Coast  Territory: 
and,  at  the  Canadian  Head  Office,  the  Cashier  of  the  Canadian  Head  Office,  ana 
the  Superintendents  of  Agencies  of  the  Canadian  Territory;  but  the  signature  of 
the  President  may  be  printed  in  facsimile  upon  the  checks. 

statements 

Sec.  29.  The  Chairman  of  the  Board,  the  President,  or  the  Vice-President 
provided  for  in  the  Charter,  and  the  Treasurer,  Secretary,  or  an  Actuary  shall 
make  all  statements  of  the  affairs  of  the  Company  required  by  law. 
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ISxCf  30.  Policies  and  contracts  in  the  Ordinary  Department  including  Ordinary, 
Intermediate,  and  Special  Class  policies,  Annuity  contracts,  Accident  and  Health 
policies,  and  Group  pohcies  and  Group  contracts  of  whatever  nature  shall  bear 
'either  (a)  the  facsimile  signatures  of  the  President  and  Secretary  and  the  actual 
•Big^n&ture  or  personally  inscribed  initials  of  one  of  the  Policy  Registrars  appointed 
tor  that  purpose  by  the  Chairman  of  the  Board  or  by  the  President;  or  (6)  the 
•facsimile  signatures  of  the  President  and  Secretary  and  the  actual  signature  of  one 
of  the  Officers  mentioned  in  Section  29,  or  of  one  of  the  Vice-Presidents  or  Assist- 
And  Secretaries;  or  (c)  the  actual  signatures  of  any  two  of  the  Officers  mentioned 
in  Section  29,  or  of  one  of  such  Officers  and  of  one  of  the  Vice-Presidents  or 
Assistant  Secretaries. 

Policies  in  the  Industrial  Department  shall  bear  the  facsimile  signatures  of  the 
President  and  Secretary  or  shall  be  executed  in  the  same  manner  as  Ordinary 
policies. 

Supplementary  contracts,  issued  in  exchange  for  any  policy  or  contract,  shall 
b^  executed  in  the  same  manner  as  is  required  for  the  original  policy  or  contract. 

uSjgsipIlanaentary  contracts  or  agreements  to  be  attached  to  and  made  a  part  erf 
any  poVicy  or  contract  shall  bear  the  facsimile  signature  of  the  President  or  the 
Secretary,  or  both,  and  may  also  bear  the  actual  signature  or  personally  inscribed 
initials  of  one  of  the  Policy  Registrars. 

Amendments  to  and  endorsements  of  policies  or  Annuity  contracts,  except 
Group  policies  and  Group  contracts,  shall  bear  the  facsimile  signature  of  the 
Secretary. 

Amendments  to  and  endorsements  of  Group  policies  and  Group  contracts 
•ball  bear  the  facsimile  signature  of  the  Secretary,  and  the  actual  signature  or 
personally  inscribed  initials  of  one  of  the  Policy  Registrars  appointed  for  that 
purpose  by  the  Chairman  of  the  Board  or  by  the  President,  or  the  actual  signature 
of  (o)  one  of  the  OflBcers  mentioned  in  Section  29;  or  (6)  one  of  the  Vice  Presidents. 

FACSIMILE   SIGNATUHE    OP   DECEASED   OR   RETIRED   OFFICERS 

Sbc.  31.  In  case  of  the  death  or  retirement  from  office  of  any  Officer  whose 
facsimile  signature  is  authorized  to  be  used  in  connection  with  pohcy  forms, 
«h^ks,  receipts,  or  other  instruments  issued  by  the  Company,  such  policies, 
«hecks,  receipts,  or  other  instruments  may,  nevertheless,  be  issued  during  a  p>eriod 
of  not  to  exceed  six  months  thereafter  bearing'  the  facsimile  signature  of  such 
deceased  or  retired  Officer. 

OFFICERS*    GENERAL   DUTIES 

Sec.  32.  Each  Officer  shall  perform  such  duties  as  may  be  assigned  to  him  by 
the  Chairman  of  the  Board,  the  President,  the  Vice-President  provided  for  in 
the  Charter,  the  Board  of  Directors  or  any  of  its  Committees,  and  each  Assistant 
to  an  Officer  shall  also  perform  such  duties  as  may  be  assigned  to  him  by  the 
Officer  or  Officers  to  whom  he  is  an  Assistant. 

BOARD   VACANCIES 

Sec.  33.  Any  vacancy  or  vacancies  that  may  occur  in  the  membership  of  the 
Board  of  Directors  shaU  be  filled  by  said  Board  by  a  vote  by  ballot  upon  nomina- 
tion made  to  the  Board  four  weeks  prior  to  the  vote;  a  favorable  vote  by  a  majority 
of  aU  the  members  of  the  Board  shall  be  necessary  to  election. 

NOMINATIONS 

Sec  34.  At  least  four  weeks  before  the  nomination  of  the  administration 
ticket  required  by  law  for  the  biennial  election  of  the  Board  of  Directors  there 
•hall  be  submitted  to  the  Board  the  names  which  it  is  proposed  to  place  upon 
•aid  ticket,  and  a  favorable  vote  by  a  majority  of  all  the  members  of  the  Board 
•hall  be  necessary  for  each  nominee. 

ORDER   OF   BUSINESS 

Sbc.  35.  The  order  of  business  at  meetings  of  the  Board  shall  be: . 

1.  Calling  the  roll. 

^.  Reading  of  the  minutes  of  the  previous  meetings  not  theretofore  approvad. 

3.  Report  of  the  Officers. 
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4.  Report  of  the  respective  Comriittees. 

5.  Communications,  resolutions,  notices,  etc. 

6.  Unfinished  business. 

7.  New  business. 

AAIEXDMENTS 

Sec.  36.  These  By-Laws  may  be  altered  and  amended  only  by  a  vote  of  two- 
thirds  of  the  Directors  present,  at  a  regular  or  adjourned  meeting,  upon  written 
notice,  stating  the  proposed  alteration  or  amendment,  read  at  a  meeting  of  thft- 
Board,  at  least  four  weeks  before  the  same  shall  be  acted  upon. 


Exhibit  No.  239 
(From  files  of  Metropolitan  Life  Insurance  Co.,  oflBce  of  the  Chairman  of  the  Board] 

Davis  Poik  Wardwell  Gardiner  &  Reed 

(stetson    JENNINGS    &    RUSSELL) 

15  Broad  Street,  New  York 

June  27,  193(K. 
Mr.  Frederick  H.  Ecker, 

President,  Metropolitan  Life  Insurance  Co., 
1  Madison  Avenue,  New  York,  N.  Y. 
Dear  Mr.  Ecker:  I  was  greatly  disappointed  when  just  as  I  was  leaving  my 
oflRce  to  attend  the  directors  meeting  on  the  24th,  matters  came  forward  which 
made  it  impossible  for  me  to  get  away.  This  has  happened  so  often  in  the  past 
and  my  attendance  at  meetings  has  been  so  infrequent  that  I  am  driven  td  the 
conclusion  that  I  should  get  off  the  board  and  permit  you  to  elect  someone  whose 
attendance  can  be  more  relied  upon.  I  quite  agree  that  no  member  of  any 
board  of  directors  should  complain  if  he  is  called  upon  for  half  a  day  once  a  month 
If  he  finds  it,  however,  difficult  or  impossible  to  give  even  that  much  time,  I 
think  he  should  get  out  of  the  way. 

I  do  not  want  to  bring  the  question  forward  at  a  moment  which  might  be  for 
any  reason  inconvenient  to  you  and  so  do  not  put  this  letter  in  the  shape  of  a 
formal  resignation ;  but  I  should  be  glad  to  have  you  indicate  whether  or  not  the 
present  is  an  appropriate  moment  for  the  formal  act. 
Beheve  me,  with  cordial  regards. 
Sincerely  yours, 

John  W.  Davib. 


Exhibit  No.  240 
[From  files  of  Metropolitan  Life  Insurance  Co.,  oflSce  of  the  Chairman  of  the  Board] 

July  1,  1930^ 
Hon.  John  W.  Davis, 

New  York. 
My  Dear  Mr.  Davis:  I  cannot  tell  you  how  much  I  am  disturbed  at  the 
suggestion  contained  in  your  letter  of  June  27.  Your  public  career  and  your  high 
standing  as  a  citizen  of  this  community  are  so  sup>erlative  that  your  presence  on  our 
board  of  directors  has  been  a  connection  most  complimentary  to  our  company  ia 
connection  with  what  it  is  trying  to  do  in  the  United  States  and  Canada,  I  should 
be  distressed  to  have  you  leave  us,  but  must  bow  to  your  feeling  if,  after  further 
dehberation,  you  are  still  of  the  same  mind. 

I  wish  you  would  give  the  matter  further  thought  in  the  hope  that  your  decision 
will  be  otherwise.  I  have  understood  that  because  of  your  many  engagement* 
it  was  not  always  convenient  to  attend  the  regular  meetings,  but  have  felt  that  ia 
case  of  necessity  you  would  be  available. 

Why  not  let  it  stand  that  way,  and  please  understand  how  very  much  I  wonlil 
like  to  have  you  continue  with  us  if  you  can  see  your  way  to  do  so. 
Very  sincerely  yours, 

,  PresidenL 
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Exhibit  No.  241 

[From  files  of  Metropolitan  Li/e- Insurance  Co.,  oflBce  o(  the  chairman  of  the  board.) 

April  20,  193S. 
Hon.  L.  A.  Taschereau, 

187  Grande  Allee,  Quebec,  Canada. 

Dear  Mr.  Taschereav:  You  may  recall  that,  under  *'.ie  provisions  of  the 
New  York  law  concerning  the  election  of>  directors,  our  board  will  be  required  to 
make  nominations  for  the  next  election,  which  takes  place  in  April  1939.  Under 
the  prescribed  procedure,  the  first  step  in  making  these  nominations  takes  place 
in  July  this  year.  Inasmuch  as  I  am  expecting  to  be  out  of  the  country  in  July, 
I  believe  it  is  wise  for  me  to  communicate  with  you  on  the  subject  at  this  time. 

I  hardly  need  tell  you  how  much  we  have  valued  the  inclusion  of  your  distin- 
guished name  in  the  list  of  our  directors.  You  have  honored  the  company  by 
being  one  of  its  directors  for  the  past  16  years.  We  have  had  much  satisfaction 
in  the  feeling  of  your  interest  in  the  company  and  its  activities. 

It  has  transpired,  however,  that  you  have  been  unable  to  attend  the  meetings 
of  the  board  and  I  am  afraid  that  is  a  situation  which  should  not  be  permitted 
to  continue.  I  assume  that  you  are  not  likely  to  find  it  convenient  to  attend 
ijiuch  meetings  in  the  future  and  I  am,  therefore,  wondering  whether  at  this  time 
you  would  like  to  consider  whether  the  board  should  renominate  you. 

You  need  not  reply  at  present,  unless  you  so  desire.  It  happens  that  two  of 
our  vice  presidents,  familiar  with  the  whole  situation,  will  be  in  Quebec  within 
the  next  month  or  6  weeks  and,  if  you  prefer,  I  should  like  to  authorize  them  to 
call  on  you  and  present  my  compliments  in  person  and  discuss  the  matter  with 
you. 

I  hope  this  finds  you  in  your  customary  good  health. 
Very  truly  yours, 

,  Chairman  of  the  Board. 


Exhibit  No.  242 
[From  flies  of  Metropolitan  Life  Insurance  Co.,  ofl5ce  of  the  chairman  of  the  board] 

Quebec,  April  27,  1938. 
Frederick  F.  Ecker, 

President,  Metropolitan  Life  Insurance  Co. 

New  York,  U.  S.  A. 

Dear  Mr.  Ecker:  I  am  in  receipt  of  yours  of  the  20th  instant  and  beg  to 
thank  you  for  your  kind  reference  to  myself. 

May  I  be  permitted  to  go  into  past  history: 

Some  years  ago,  while  in  New  York,  I  was  approached  by  the  then  president 
of  the  company,  Mr.  Haley  Fiske,  and  was  asked  by  him  to  join  the  board,  Mr. 
Fiskc  told  me  that,  on  account  of  his  Canadian  business  and  especially  of  the 
French  Canadian  clients  of  the  Metropolitan  Life  he  wished  to  add  on  the  board 
the  name  of  a  well-known  French  Canadian.  I  was  then  the  Prime  Minister  of 
the  Province  of  Quebec. 

It  was  distinctly  understood  at  the  time  that,  as  1  was  a  very  busy  man,  I 
could  not  attend  the  meetings  of  the  board,  and  I  accepted  the  honor  offered 
to  me  under  this  distinct  condition  which  Mr.  Fiske  told  me  he  fully  understood. 
Needless  to  say  that  I  was  not  invited  for  the  services  that  I  could  render  to  a 
board  composed  of  so  distingiiished  men. 

I,  however,  leave  the  matter  entirely  in  your  hands  and  will  cheerfully  accept 
whatever  decision  you  will  arrive  at. 

You  state  in  your  letter  that  two  of  your  vice  presidents  will  be  in  Quebec 
within  the  next  month.     I  shall  be  very  pleased,  as  you  suggest,  to  meet  them 
and  discuss  the  matter  together. 
Sincerely  yours, 

L.  A.  Taschereau. 
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Exhibit  No.  243 

[From  files  of  Metropolitan  Life  Insniance  Co.,  ofSce  of  the  president] 

Metropolitan  Life  Insurance  Co., 

San  Francisco,  Calif.,  March  18,  19S6. 
Mr.  Lerot  a.  Lincoln, 

Vice  President,  Metropolitan  Ldfe  Insurance  Co., 

New  York  City. 
Dear  Mr.  Lincoln:  It  has  come  to  my  attention  that  an  unusual  interest  haa 
been  developed  in  the  field  in  the  matter  of  gietting  policyholders  to  vote  for  direc- 
tors. On  several  occasions  the  agents  have  told  me  that  policyholders  are  asking 
many  questions  about  the  various  directors  whose  names  appear  on  the  ballot. 
Managers  also  tell  me  that  their  agents  are  making  inquiry  and  asking  for  infor- 
mation about  the  directors.  People  want  to  know  who  they  are,  what  position  in 
public  and  private  life  they  hold,  as  well  as  where  they  have  their  business  location. 
I  pass  this  information  along  for  what  value  it  may  be  to  you,  but  it  does  occur 
to  me  that  it  would  be  a  nice  thing  if  our  entire  field  force  had  some  knowledge  of 
each  of  our  directors  in  order  that  they  would  be  in  a  position  to  answer  such  direct 
questions. 

It  is  probably  too  late  to  get  this  information  out  before  the  ballots  are  counted 
at  the  home  office,  but  it  might  be  well  to  keep  it  in  mind  for  a  future  year  during 
which  the  election  of  directors  takes  place. 
With  kindest  personal  regards,  I  am 
Sincerely  yours, 

John  H.  Almy, 
Superintendent  of  Agencies. 

[From  the  files  of  Metropolitan  Life  Insurance  Co.,  office  of  the  president] 

March  22.  1935. 

Mr.  John  H.  Almt, 

Superintendent  of  Agencies, 

San  Francisco,  Calif. 
Dear  Mr.  Almy:  I  am  just  in  receipt  of  your  letter  of  March  18  informing  us 
of  interest  in  the  field  with  respect  to  the  forthcoming  election  of  directors.     We 
have  had  no  similar  report  from  other  territories  and  I  am  somewhat  at  a  loss  to 
explain  the  special  interest  to  which  you  refer. 

Of  course,  it  goes  without  saying  that  we  are  glad  to  have  our  policyholders 
take  a  genuine  interest  in  the  matter  of  election  of  directors.     It  is,  as  you  say, 
a  bit  late  to  undertake  to  furnish  the  information  which  you  suggest,  but  we  will 
be  glad  to  keep  the  suggestion  in  mind. 
With  very  best  regards,  I  am 
Very  truly  yours. 

Vice  President  and  General  Counsel. 


"£lxHiBiT  No.  244"  appears  in  Hearings,  Part  III,  appendix,  p.  1158 


Exhibit  No.  245 

[From  files  of  Metropolitan  Life  Insurance  Co.,  office  of  assistant  secretary,  Mr.  C.  E.  TuUy] 
Votes  cast  for  directors 


1937 

1935 

40 
414.467 
24,068 

24 

308.  633 

By  proxy . .                      ...... 

22,685 

Total 

438.  575 
438,  575 
438,116 
437. 663 

421,344 

The  chairruaii  is  second  with          .      .      ...  

Mr.  Follansbee  is  low  with                                                                       .                   .  . 
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THE  PRESIDENT 


Just  as  a  matter  of  interest  to  you,  inspectors  cooperated  with  us  all  the  way 
through.  Examination  of  ballots  disposed  of  in  2  days.  Inspectors  have  an- 
other half  day  to  complete  their  report  to  department.  "In  p>erson"  votes  alJ 
came  from  H.  O.  employees. 

No  "outsider"  called.     C.  E.  T.-4/16. 


Exhibiting.  246 
[From  flies  of  Metropolitan  Life  Insurance  Co.,  office  of  assistant  secretary,  Mr.  C.  E.  Tully] 

January,  8,  1937, 
Biennial  Election  of  Directors 

Hon.  Louis  H.  Pink, 

Superintendent  of  Insurance,  Albany,  N.  Y. 

Dear  Sir:  Section  2  of  article  V  of  the  certificate  of  incorporation  of  Metro- 
politan Life  Insurance  Co.  fixes  the  time  for  the  next  biennial  election  of  directors 
as  the  second  Tuesday  of  April,  which  will  fall  on  April  13,  1937.  The  time  limited 
by  subdivision  9  of  section  94  of  the  insurance  law  for  independent  nominations 
therefor  expired  on  November  13,  1936,  without  any  certificate  of  independent 
nominations  being  filed  at  the  home  ofl^ce.  As  you  know,  subdivision  11  of 
section  94  provides  that  in  default  of  independent  nominations,  all  further  pro- 
ceedings in  connection  with  the  election  as  provided  by  section  94  may  be  omitted, 
and  the  election  shall  be  conducted  under  such  rules  and  regulations  as  the  super- 
intendent of  insurance  may  prescribe. 

For  your  convenience  in  carrying  out  the  provisions  of  subdivision  11,  we  have 
prepared  a  set  of  suggested  rules  and  regulations  which  are  identical  with  the 
rules  prescribed  by  Superintendent  Van  Schaick  for  the  election  of  1935,  except 
for  changes  in  the  first,  second,  and  sixth  rules,  as  follows: 

First.  The  word  "fixed"  in  the  first  line  of  the  first  rule  has  been  changed  to 
the  Word  "stated." 

Second.  The  name  of  the  New  York  Sun  has  been  added  to  the  other  papers 
specified  as  satisfactory,  for  the  reason  that  we  desire  to  publish  in  the  New  York 
Sun,*as  well  as  in  the  three  other  papers  heretofore  used. 

Sixth.  The  date  of  the  next  election,  April  13,  1937,  has  been  substituted  for 
April  9,  1935,  and  the  administration  ticket  for  1937,  of  which  we  advised  you  on 
August  31,  1936,  has  been  substituted  for  that  of  1935. 

We  are  also  enclosing  for  your  approval  printer's  copies  of  form  for  policy- 
holder's proxy,  form  of  ballot  and  circular  letter  of  advice  to  district  offices  con- 
cerning the  election. 

Very  truly  yours, 


President. 


[From  Hies  of  Metropolitan  Life  Insurance  Co.,  office  of  assistant  secretary,  Mr.  C.  E.  Tully] 

State  of  New  York,  Insurance  Department, 

Albany,  January  12,  1937. 
Re  biennial  election  of  directors  to  be  held  on  April  13,  1937. 
Leroy  a.  Lincoln, 

President,  Mclropolitan  Life  Insurance  Co., 

New  York  City. 
Dear  Sir:  Referring  to  your  letter  of  January  8,  the  copy  of  rules  for  the  elec- 
tion of  directors  of  your  company  to  be  held  on  .April  13,  i037,  which  you  have 
submitted,  appears  satisfactory  inasmuch  as  they  coincide,  with  minor  exceptions, 
with  the  rules  prescribed  for  the  1935  election.  Accordingly,  you  may  consider 
the  193  7  rules  as  having  been  officially  promulgated  by  the  department. 

Your  cojnpany  will  be  notified  at  a  later  date  as  to  the  persons  to  be  appointed 
as  inspectors  of  election. 
Very  truly  yours, 

Louis  H.  Pink, 
Superintendent  of  Insurance. 
By  Charles  C.   Dubuar, 

Principal  Actuary. 
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[Copy] 

"liE  RULES  AND  REGULATIONS  FOR  THE  CONDUCT  OF  THE  BIENNIAL  ELECTION  OF 
DIRECTORS  OF  THE  METROPOLITAN  LIFE  INSURANCE  COMPANY  TO  BE  HELD  ON 
THE  13TH  DAY  OF  APRIL  1937 

First.  The  election  shall  be  held  upon  the  date  stated  at  the  home  office  of  the 
company,  the  polls  to  be  opened  at  10  o'clock  in  the  forenoon  and  to  remain  open 
until  4  o'clock  in  the  afternoon  of  the  day  of  said  election,  at  which  time  they  will 
be  closed. 

Second.  Notice  of  the  time  and  place  of  holding  said  election  shall  be  given  by 
publication  thereof  in  two  public  newspapers  (satisfactory  to  the  superintendent 
of  .insurance)  printed  in  the  city  of  New  York,  daily,  for  2  successive  weeks 
immediately  preceding  said  election.  Proof  of  pubUcation  of  the  notice  of  election 
shall  be  filed  with  the  inspectors  of  election  prior  to  the  opening  of  the  polls.  It 
-will  be  satisfactory  if  your  company  so  desires  to  publish  such  notice  in  the  New 
York  Times,  the  New  York  World-Telegram,  the  New  York  Sun,  and  the  New 
York  Evening  Journal. 

Third.  The  company  need  not  perform  any  of  the  requirements  contained  in 
subdivisions  12,  13,  14,  15,  20,  and  23,  respectively,  of  section  94,  New  York 
insurance  law. 

Subdivision  18  of  said  section  94  is  hereby  modified  so  as  to  permit  the  holders 
of  proxies  to  cast  a  single  ballot  for  the  number  of  voters  represented  by  them  after 
the  proxies  held  by  them  shaU  have  been  classified  and  counted  by  the  clerks  and 
verified  to  the  satisfaction  of  the  inspectors. 

Subdivisions  24  and  26  of  said  section  are  hereby  modified  so  as  to  permit  the 
•employment  of  clerks  in  the  opening  of  envelopes,  classification  and  counting  of 
the  ballots  and  their  arrangement  for  verification  under  the  supervision  and 
instruction  of  the  inspectors  as  soon  after  the  opening  of  the  polls  as  may  be  con- 
venient. 

Subdivision  34  of  said  section  is  hereby  modified  so  as  to  permit  the  company, 
its  agents  and  representatives  to  solicit,  urge,  and  encourage  policyholders  in 
any  way  felt  desirable  to  vote  at  said  election. 

Fourth.  The  superintendent  of  insurance  shall  appoint  three  inspectors  of 
election  who  shall  be  vested  with  the  powers  prescribed  in  subdivision  22,  section 
94,  New  York  insurance  law.  The  compensation  of  the  three  inspectors  shall  not 
exceed  $50  each  per  diem.  However,  the  department's  representative  will  serve 
without  extra  compensation  although  a  per  diem  charge  based  on  his  salary  as  in 
the  case  of  examination  may  be  made  against  your  company. 

Fifth.  There  having  been  no  ticket  nominated  in  opposition  to  the  administra- 
tion ticket,  the  votes  of  said  election  shall  be  limited  to  the  candidates  nominated 
on  the  administration  ticket. 

Sixth:  The  votes  for  said  election  shall  be  by  ballot,  which  shall  be  voted  in  the 
following  form: 

OFFICIAL  BALLOT  FOR  DIRECTORS  OF  THE  METROPOLITAN  LIFE  INSURANCE  CO., 
NEW  YORK,  N.  Y.,  TO  BE  ELECTED  AT  THE  BIENNIAL  ELECTION  ON  APRIL  13,   1937 

To  serve  for  2  years 

Joseph  P.  Knapp  Jeremiah  Milbank 

William  H.  Crocker  D'Alton  Corry  Coleman 

Morgan  J.  O'Brien  Newcomb  Carlton 

Frederick  H.  Ecker  Leroy  A.  Lincoln 

John  Anderson  Harry  W.  Croft 

Alanson  B.  Houghton  Thomas  H.  Beck 

Mitchell  D.  FoUansbee  Walter  Ewing  Hope 

Joseph  P.  Day  Samuel  W.  Fordyce 

Langdon  P.  Marvin  Carroll  Burnham  Merriam 

Arthur  Williams  George  Mc  Aneny 

L.  A.  Taschereau  Robert  V.  Fleming 

Charles  M.  Schwab  Frederic  W.  Ecker 
William  L.  DeBost 

Seventh:  A  complete  record  showing  in  detail  the  proxies  received  and  the 
votes  cast,  either  by  proxy  or  in  person,  shall  be  kept  by  the  inspectors  of  election. 
Immediately  upon  closing"the  polls,  the  inspectors  shall  proceed  to  canvass  the 
vote,  and  shall  certify  the  result  to  the  company  and  to  the  superintendent  of 
insurance  as  soon  as  it  is  completed.  The  inspectors  shall  also  forward  to  the 
Buperintendent  of  insurance  the  proof  of  publication  filed  with  them  bi    the 
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company,  together  with  their  certificate  that  the  foregoing  rules  and  regulations 
have  been  complied  with  in  all  particulars. 

Eighth:  All  bills  for  or  on  account  of  the  inspectors  of  election,  their  employees, 
assistants,  necessary  expense,  or  disburseme;its,  during  the  conduct  of  such  elec- 
tion and  the  canvass  of  the  votes  shall  be  approved  by  the  superintendent  of 
insurance  before  payment  by  the  company. 


Exhibit  No.  247 

[From  the  flies  of  Metropolitan  Life  Insurance  Co.] 

A  Policyholder  Has  the  Right  to  Vote  Either  by  Mail  or  by  Proxy  or 

IN  Person 

Policyholder's  Proxy 

I, ,of 

the  holder  of  policy  No. in  the  Metropolitan  Life  Insur- 
ance Co.,  do  hereby  constitute  and  appoint  Edgar  A.  Tredwell,  Samuel  McRoberts, 
and  John  I.  Downey,  or  any  of  them. 

(Note:  The  policyholder  using  this  form  may  strike  out  the  names  of  the  persons  designated  above  and 
substitute  therefor  the  name  or  names  of  any  other  person  or  persons  whom  he  wishes  to  appoint  proxy 
on  his  behalf.) 

jointly  or  severally,  attorney (s)  and  agent (s)  for  me  and  in  my  namo  to  vote  as 
my  proxy  at  the  biennial  election  of  directors  of  the  Metropolitan  Life  Insurance 
Co.,  to  be  held  at  the  home  office  of  said  company,  1  Madison  Avenue,  New  York, 
N.  Y.,  on  the  13th  day' of  April  1937,  or  at  any  adjournment  thereof,  revoking 
all  proxies  heretofore  given  for  such  purpose. 

Witness  my  hand  this day  of ,  1937. 


[Signature  of  policyholder] 
In  presence  of  

[Signature  of  subscribing  witness]  - 

INSTRUCTIONS   FOR   USE   OF   PROXY   IN   ACCORDANCE   WITH   REQUIREMENTS   OF  LAW 

To  vote  by  proxy. — Any  policyholder  may  vote  by  proxy  executed  to  any  person. 
The  execution  of  a  proxy  shall  be  attested  by  a  subscribing  witness  and  the  proxy 
shall  set  forth  the  number  of  at  least  one  policy  held  by  the  person  giving  it. 
When  executed,  the  proxy  should  be  sent  to  the  person  or  persons  appointed  to 
vote  thereunder. 

No  votes  shall  be  cast  at  this  election  under  any  proxy  executed  prior  to  the 
13th  day  of  January  1937.  A  proxy  shall  be  used  only  at  such  election  or  any 
adjournment  thereof,  and  may  be  revoked  by  the  policyholder  at  any  time  prior 
to  the  opening  of  the  polls  upon  the  day  of  such  election. 

An  election  of  25  directors  of  the  Metropolitan  Life  Insurance  Co.  will  be  held 
at  its  home  office,  1  Madison  Avenue,  New  York,  N.  Y.,  April  13,  1937.  The  polls 
will  be  open  from  10  o'clock  a.  m.  to  4  o'clock  p.  m. 

Official  Ballot 

kor  directors  of  the  metropolitan  life  insurance  co.,  to  be  elected  at 
the  biennial  election  on  april  13,  1937 

administration  ticket 

The  several  candidates  named  below  are  directors  of  the  company  who  have 
been  nominated  by  the  board  of  directors  to  fill  vacancies  caused  by  the  expira- 
tion of  their  respective  terms  of  office. 

Joseph  P.  Knapp  Arthur  Williams  Thomas  H.  Beck 

William  H.  Crocker  L.  A.  Taschereau  Walter  Ewing  Hope 

Morgan  J.  O'Brien  Charles  M.  Schwab  Samuel  W.  Fordyce 

Frederick  H.  Ecker  William  L.  De  Bost  Carroll  Burnham  Merriam 

John  Anderson  Jeremiah  Milbank  George  McAneny 

Alanson  B.  Houghton  D'Alton  Corry  Coleman       Robert  V.  Fleming 

Mifflioll  D.  Foilan^bee  Newcomb  Carlton  Frederic  W.  Ecker 

Joseph  P.  Day  Leroy  A.  Lincoln 

Langdon  P.  Marvin  Harry  W.  Croft 
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I  hereby  cast  my  ballot  for  the  election  of  the  candidates  named  above. 

Dated  at. u -- 

1937       

(Signature  of  policyholder) 
Signed  in  presence  of 
.-- Policy  No.. 

(Signature  of  subscribing  witness) 

INSTRUCTIONS   FOR  EXECUTING   OFFICIAL  BALLOT  IN   ACCORDANCE   WITH   REQUIRE- 
MENTS   OF   LAW 

Each  policyholder  whose  policy  shall  be  in  force  on  the  13th  day  of  April  1937, 
and  shall  have  been  in  force  for  at  least  1  year  prior  to  said  date,  will  be  entitled 
to  vote.  Every  other  person  having  a  right  to  vote  by  virtue  of  any  contract 
made  prior  to  the  enactment  of  the  statute  (April  27,  1906),  which  contract  shall 
remain  in  force  till  the  date  of  the  election,  shall  also  be  entitled  to  vote. 

Unless  the  policy  shall  have  been  assigned  by  an  assignment  absolute  on  its 
face  to  an  assignee  other  than  the  company,  prior  to  October  13,  1936,  the  person 
upon  whose  application  the  policy  shall  have  been  issued,  or  if  the  application  be 
signed  by  more  than  one  person,  the  person  whose  life  is  insured,  shall  be  entitled 
to  vote.  In  case  a  policy  shall  have  been  assigned  as  aforesaid,  the  assignee  shall 
be  deemed  a  policyholder  entitled  to  vote,  provided  his  signature,  either  attested 
by  the  assignor  or  acknowledged  in  like  manner  as  in  case  of  a  deed  to  be  recorded 
in  the  State  of  New  York,  shall  have  been  filed  at  the  home  office  of  the  company. 

The  polls  will  open  at  10  o'clock  in  the  forenoon  and  close  at  4  o'clock  in  the 
afternoon  of  April  13,  1937.  No  ballots  received  by  mail  or  delivered  at  the 
office  of  the  company  or  oflFered  personally  or  by  proxy  after  the  polls  are  closed 
shall  be  counted. 

To  vote  in  person. — The  policyholder  may  attend  at  the  home  office  of  the 
company,  at  No.  1  Madison  Avenue  in  the  Borough  of  Manhattan  in  the  city 
and  State  of  New  York,  on  April  13,  1937,  between  the  hours,  of  10  a.  m.  and 
4  p.  m.,  at  which  place  and  during  which  time  the  polls  will  be  open,  and  oflfer 
personally  an  official  ballot  duly  executed  by  him,  or  he  may,  at  any  time  before 
the  polls  are  closed  on  said  date,  personally  deliver  his  ballot  at  said  home  office. 

To  vote  by  mail. — A  policyholder  must  indicate  the  name  of  the  nominee  or 
nominees  for  whom  he  desires  to  vote,  or  strike  out  the  name  or  names  of  those 
for  whom  he  does  not  desire  to  vote,  upon  an  official  ballot;  and  must  sign  the 
said  ballot  in  his  own  handwriting  in  the  presence  of  a  subscribing  witness,  and 
place  or  cause  to  be  placed  thereon  the  number  of  at  least  one  policy  held  by  him. 

Such  policyholder  may  enclose  the  ballot  in  an  envelope,  which  should  be 
marked  "Ballot  for  directors."  Such  envelope  containing  the  ballot,  sealed  and 
postpaid,  may  be  mailed  by  the  policyholder  to,  or  may  be  delivered  at,  the  home 
office  of  the  company. 

No  policyholder  may  vote  for  more  than  25  directors.  Only  candidates  nomi- 
nated as  shown  in  this  ballot  can  be  voted  for.  All  ballots  upon  which  the  intent 
of  the  policyholder  does  not  fairly  appear  shall  be  void. 

INSTRUCTIONS    FOR   USE    OF   PROXY    IN    ACCORDANCE  WITH  REQUIREMENTS  OF  LAW 

A  policyholder  has  the  right  to  vote  by  mail  or  by  proxy  or  in  person. 

To  vote  by  proxy. — Any  policyholder  may  vote  by  proxy  executed  to  any  person. 
The  execution  of  a  proxy  shall  be  attested  by  a  subscribing  witness  and  the  pro^y 
shall  set  forth  the  number  of  at  least  one  policy  held  by  the  person  giving  it. 
When  executed  the  proxy  should  be  sent  to  the  person  or  persons  appointed  to 
vote  thereunder. 

No  votes  shall  be  cast  at  this  election  under  any  proxy  executed  prior  to  the 
13th  day  of  January  1937.  A  proxy  shall  be  used  only  at  such  election  or  any 
adjournment  thereof,  and  may  be  revoked  by  the  policyholder  at  any  time  prior 
to  the  opening  of  the  polls  upon  the  day  of  such  election. 
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Exhibit  No.  248 

[From  files  of  Metropolitan  Life  Insurance  Co.,  office  of  the  president] 

Metropolitan  Life  Insttbakce  Co., 

New  York  City,  January  25,  1937. 
In  re  election  of  directors. 
To  managers  and  detached  assistant  managers. 

Gentlemen:  You  have  already  had  notice  of  the  election  of  njembcrs  of  the 
board  of  directors  to  be  held  in  the  home  office  of  the  company,  1  Madison  Avenue, 
New  York,  N.  Y.,  on  the  13th  day  of  April  1937.  Official  ballots  and  forms  of 
^proxies  for  the  use  of  policyholders  in  your  district  have  been  sent  to  you  for  dis- 
tribution. It  is  my  wish  that  your  agents  should  endeavor  to  interest  as  many 
policyholders  as  possible  in  this  election.  They  are  members  of  the  corporation 
and  entitled  by  law  to  vote  for  directors,  and  they  should  be  desirous  of  exercising 
auch  privilege.  It  is  incumbent  upon  your  agents  to  bring  this  right  to  their 
notice  and  to  endeavor  to  make  them  understand  its  significance. 

In  the  ordinary  case,  policyholders  will  prefer  to  vote  directly,  which  they  may 
•do  by  signing  an  official  ballot  before  a  witness  who  must  also  sign,  and  writing 
on  the  ballot  the  number  of  at  least  one  policy  on  the  voter's  life  that  has  been 
in  force  more  than  1  year.  The  amount  of  insurance  does  not  signify.  Each 
policyholder  has  one  vote,  without  regard  to  the  number  of  policies  or  the  amount 
of  his  insurance.  All  necessary  instructions  are  printed  on  the  ballots  and  on  the 
"proxy  forms.  Signed  ballots  and  executed  proxies  may  be  delivered  to  the  agent 
or  mailed  to  the  home  office,  according  to  the  preference  of  the  policyholder. 

Forty  ballots  and  four  proxies  per  agent  have  been  sent  to  your  district,  and 
-should  be  distributed  to  your  staff  in  such  a  way  as  will  stimulate  in  them  a  spirit 
•of  friendly  competition  to  procure  the  greatest  number  of  completed  ballots. 

A  good  way  to  handle  this  election  material  is  to  give  each  agent  a  part  only  of 
the  supply  of  ballots  and  proxies  provided  for  him,  and  to  see  that,  within  a 
definitely  set  time,  he  turns  them  in  properly  completed.  These  ballots  are  not 
merely  for  distribution,  but  are  intended  for  use.  As  soon  as  an  agent  has  ex- 
hausted his  first  instalment  of  ballots  and  proxies,. he  phould  be  given  another  lot 
and  encouraged  to  exert  every  reasonable  effort  to  have  them  used.  Meanwhile, 
completed  ballots  and  proxies  should  be  promptly  transmitted  by  first-class  mail 
to  the  home  office  in  an  envelope  marked: 

"Ballot  for  Director" 

Metropolitan  Life  Insurance  Co., 

1  Madison  Avenue,  New  York,  N.  Y. 

Please  send  to  Mr.  C.  E.  Tully,  assistant  secretary,  with  each  shipment  a  report 
■of  ballots  and  proxies  completed'  by  your  Ptaff.  The  enclosed  blank  form  has  been 
prepared  for  your  convenience  in  doing  this. 

If  more  ballots  or  proxy  forms  can  be  used,  your  requisition  therefor  should  be 
Bent  to  Mr.  Tally,  who  will  see  that  it  is  filled  immediately.  The  Canadian  man- 
agers requisitions  are  to  be  sent  to  Mr.  D.  W.  Kelly,  assistant  secretary,  and  those 
on  the  Pacific  coast  to  Mr.  Edward  G.  Gait,  assistant  secretary. 

I  hope  that  3'ou  will  feel  a  personal  responsibility  for  the  result  T  have  in  mind, 
viz,  that  a  truly  representative  number  of  polic3'holders  in  your  district  shall  avail 
themselves  of  this  opportunity  to  participate  in  the  coming  election. 
Very  truly  yours, 

Lerot  a.  Lincoln,  President. 


Metropolitan  Life  Insurance  Co., 

New  York,  N.   Y.,  January  21,  19S7. 
3n  re  Biennial  Election  of  Directors. 
To  Managers  and  Detached  Assistant  Managers. 

Gentlemen:  The  biennial  election  of  directors  of  the  company  will  be  held  at 
i;he  home  office  in  New  York,  on  April  13,  1937.  The  polls  will  be  open  from  10 
o'clock  in  the  morning  until  4  o'clock  in  the  afternoon. 

Under  the  provisions  of  the  insurance  law  of  New  York  every  policyholder  in 
this  company  whose  policy  has  been  in  force  for  at  least  1  year  prior  and  shall  be  in 
force  at  the  time  of  the  election  of  directors  shall  have  the  right  to  vote  for  member* 
•of  the  board  of  directors. 
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In  the  next  issue  of  The  Metropolitan  there  will  appear  a  notice  advising  policy- 
holders of  the  election  and  of  the  desire  of  the  officers  that  they  should  vote.  They 
are  encouraged  to  apply  for  particulars  to  any  agent  of  the  company,  who  will 
furnish  them  with  either  a  ballot  or  a  proxy,  as  they  may  desire. 

There  will  be  shipped  to  you  in  the  near  future  a  supply  of  both  proxies,  fona 
T.  2903  B,  and  baUots,  form  T.  2903  C.  Full  instructions  for  the  due  completion. 
of  ballots  and  proxies  are  printed  on  these  forms.  Should  the  supply  which  we 
forward  run  low  at  any  time  before  the  election,  please  make  prompt  requisitioni 
on  the  home  office,  or,  in  the  Pacific  coast  and  Canadian  territories,  on  the  appro- 
priate head  office,  for  an  additional  supply,  in  order  that  there  may  be  no  occasioBi 
for  any  policyholder  to  claim  that  he  was  not  afforded  the  opportunity  to  vote. 

All  policyholders  whose  policies  shall  be  in  force  on  April  13,  1937,  and  shall 
have  been  in  force  for  at  least  1  year  prior  thereto,  will  be  entitled  to  vote.  The 
p«rson  upon  whose  application  the  policy  shall  have  been  issued,  or  if  the  applica- 
tion be  signed  by  more  than  one  person,  the  person  whose  life  is  insured,  is  deemed 
to  be  the  policyholder  so  entitled  to  vote.  Where  the  policy  shall  have  been  as- 
signed more  than  6  months  prior  to  the  election  by  an  assignment  absolute  on  it» 
face  to  an  assignee  other  than  the  company,  such  assignee  will  be  deemed  to  be- 
the  policyholder  entitled  to  vote,  provided  his  signature,  either  attested  by  the 
assignor  or  acknowledged  in  like  manner  as  in  case  of  a  deed  to  be  recorded  in  the 
State  of  New  York,  shall  be  filed  at  the  home  office  of  the  company.  Every  policy-- 
holder  shall  be  entitled  to  one  vote  only,  irrespective  of  the  number  of  policies  or 
the  amount  of  insurance  held  by  him. 

Many  thousands  of  policyholders  have  voted  at  the  elections  held  since  1904,. 
and  it  is  the  desire  of  the  executive  that  they  should  exercise  their  right  to  vote  ai, 
the  election  to  be  held  on  April  13  next. 
Yours  truly, 

Lerot  a.  Lincoln,  President,, 


Exhibit  No.  249 
[From  files  of  Metropolitan  Life  Insurance  Co.,  office  of  assistant  secretory,  Mt.  G."  "E.  TuDy 

JuLT  27,  1938w 
Metropolitan  Life  Insurance  Co., 
Office  of  the  Secretary, 

1  Madison  Avenue,  New  York,  N.  Y. 
Gentlemen:  I  am  the  holder  of  policy  No.  11594395  A.     I  notice  on  the  polioy- 
that  directors  of  the  company  are  elected  at  a  given  time.     Please  send  me  a  copy 
of  the  constitution  and  by-laws  of  the  company  together  with  particulars  on  how 
to  vote  in  the  forthcoming  election  of  directors. 
I  shall  thank  you  for  your  prompt  attention. 
Yours  very  truly, 

J.  Almtk  Libbermak^ 


July  29,  193&. 
PoUcy  No.  11594395-A. 
Mr.  J.  Almyk  Lieberman, 

1776  Broadway,  New  York  City. 

Dear  Sir:  This  is  in  response  to  your  letter  of  the  27th. 

The  by-laws  of  this  company  contain  no  provisions  whatsoever  governing  cor- 
porate elections. 

Section  2  of  article  V  of  the  company's  certificate  of  corporations  fixes  the  date 
for  the  biennial  election  of  directors  on  the  second  Tuesday  of  April  in  every  odd 
year. 

The  election  of  directors  of  insurance  companies  organized  in  New  York  is 
covered  by  the  provisions  of  section  94  of  the  New  York  insurance  law  which  i» 
very  elaborate  in  detail,  comprising  35  subsections  which  occupy  the  greater 
part  of  seven  pages  of  the  statute  book.  This  law  makes  provisions  for  an  ad- 
ministration ticket  and  for  independent  tickets.  The  administration  ticket  is 
required  to  be  nominated  by  the  board  of  directors  at  least  7  months  prior  to  the 
day  of  any  election.  Independent  nominations  may  be  made  by  petition  of 
policyholders  filed  with  the  superintendent  of  insurance  not  less  than  5  months 
before  the  election.  The  minimum  number  of  nominations  is  1  percent  of  th» 
total  policies  in  force. 
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The  next  election  will  be  held  on  the  second  Tuesday  of  April  1939.     We  shall 
have  pleasure  in  sending  you  on  or  about  March  15  of  that  year,  a  ballot  and  a 
proxy,  either  one  of  which  may  be  used  to  record  your  vote  at  that  election. 
Yours  truly, 


Assistant  Secretary. 


Renewal  Division 

Section 

DATA   SLIP 

Requested  by: _ 

Division: Date:  July  28,  1938 

No.:  11594395-A     Dist.:  Midwood 

Name:  J.  Almyk  Lieberman. 

Address:  1776  Broadway,  New  York,  N.  Y. 

Prem.  pay.:  93.60.     How  pay.:  A,     Loan:  No. 

No.  of  years  paid: Paid  to:  June  14,  1939. 

Date  of  last  payment:  July  16,  1938.     Standing  of  policy:  In  force. 

Receipt  at: 

Notations  on  Card 


SPECIAL   DATA 

Writing  agent:  L.  Farber.     Dividend  data:  None. 

Debit  No.:  22. 

Amt.:  $5,00,0.     Premium  notice  data:  N.  Y. 

Ann'l  prem. :  $93.60.     Sent  regular?  . Retd? 

Plan:  Whole  Life  D.  W.     Address  sent: 

Age:  27. 

Date  of  issue:  June  14,  1937. 

Data  clerk:  A.  C.     Date:  July  28,  1938. 


Exhibit  No.  250 

[From  flies  of  Metropolitan  Life  Insurance  Co.,  oflSce  of  Assistant  Secretary,  Mr.  C.  E.  Tully] 

Kansas  City.,  Mo.,  Sevtember  29,  1936. 
Dear  Sir:  Kindly  advise  me  as  a  policyholder  how  to  vote.     Is  there  one  vote 
for  each  policy,  one  for  each  holder,  or  is  the  vote  regulated  by  the  amount  of 
insurance  carried? 

Yours  very  truly, 

C.  L.  Fontaine, 

Kansas  City,  Mo. 

October  9,  1936. 
Mr.  C.  L.  Fontaine, 

Kansas  City,  Mo. 
Dear  Sir:  This  is  in  response  to  your  post  card  request  of  the  29th  ultimo 
for  information  as  to  voting  for  election  of  directors. 

The  next  election  will  be  held  on  the  second  Tuesday  in  April  of  next  year. 
We  will  have  pleasure  in  sending  yoii  on  or  about  February  15  a  ballot  and 
proxy  either  one  of  which  may  be  used  to  record  your  vote.     Full  instructions  for 
voting  will  appear  on  each. 

Every  policyholder  is  entitled  to  only  one  vote  irrespective  of  the  number  of 
policies  or  the  amount  of  the  insurance  held  by  him. 
Yours  truly, 

'•^  ,  Assistant  Secretary. 
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Mr. 


Henrt  V.  Party, 

Manager,  Pennway,  Mo. 


OCTOBEB  9,   1936. 


(C.  L.  Fontaine,  7431  Merceir  Street,  Kansas  City,  Mo.) 

Dear  Sir:  Will  you  please  find  out  and  tell  us  Bomething  about  the  above 
named — his  business,  general  standing  in  the  community,  the  numbers  of  his 
policies  plus  the  numbers  of  others  in  force  on  the  lives  of  the  members  of  his 
family  and  the  D.  L.  P. 

We  ask  for  this  information  as  the  result  of  his  request  of  us  for  advice  aa  to 
how  he  is  to  proceed  to  vote  for  the  directors  of  the  company  at  the  next  election. 
We  are,  of  course,  giving  him  the  desired  information.  We  have  also  told  him 
that  we  will  have  pleasure,  on  or  about  February  15,  in  sending  him  a  ballot  and 
a  proxy  either  one  of  which  may  be  used  to  record  his  vote;  that  full  instructions 
as  to  how  to  vote  will  appear  on  each  form,  and  that,  irrespective  of  the  number 
of  policies  and  the  total  amount  of  insurance  he  has,  he  is  entitled  to  only  one  vote. 

There  is  no  need  for  you  to  send  one  of  your  men  to  question  him.      Casual 
inquiries  of  the  agent  or  of  others  in  the  neighborhood  of  his  business  should  enable 
you  to  give  us  a  pretty  good  line  on  him  and  his  interest  in  the  company. 
Yours  truly, 

,  Assistant  Secretary. 


Metropolitan  Life  Insurance  Company, 

Pennway  District, 
Kansas  City,  Mo.,  October  13,  1936. 
Mr.  C.  E.  TuLLY, 

Assistant  Secretary. 
Dear  Sir:   In  regard  to  Mr.  Fontaine,  I  will  give  you  the  following  report. 
This  man  has  $27,500  of  Metropolitan  10  year  term  policy  with  our  Agent  Brown, 
debit  76. 

He  is  a  grain  broker.  He  also  has  $10,000  worth  of  insurance  in  some  Texas 
company.  He  has  recently  requested  the  figures  to  change  his  term  insurance  to 
whole  life  and  pay  all  the  required  amount  from  the  date  of  issue.  But  up  to  the 
present  time,  we  have  not  been  able  to  collect  this  amount  from  him.  He  is  an 
exceptionally  high  type  business  man  and  his  home  conditions  are  ideal.  •  He  haa 
two  grown  daughters  in  boarding  school  and  has,  at  one  time,  been  a  very  wealthy 
man. 

He  is  making  quite  a  bit  of  money  now  and  we  think  should  have  more  life 
insurance  according  to  his  standing. 

This,  I  am  sure,  will  give  you  a  picture  of  this  man  according  to  your  letter  of 
October  9. 

Yours  very  truly, 

H.  V.  Party,  Manager, 

IBe  sure  correct  policy  number  appears  above.    Refer  to  any  previous  correspondence  in  letterhead] 


'Exhibit  No.  251",  introduced  on  p.  1341,  is  on  file  with  the  committee 


Exhibit  No.  252 

[Schedule  prepared  by  Charles  Everett  Judson,  assistant  secretary  of  New  York  Life  Insurance  Co.,  ihowlnf 
number  of  votes  cast  for  board  of  directors  1908-38] 


Year: 


1908. 
1909. 
1911. 
1913. 
1915- 
1917. 
1919. 
1921. 
1923. 
1925. 
1927. 


Number 
of  totes 

..  62 

..  32 

..  41 

..  179 

..  69 

..  99 

.-  33 

--  345 

.-  215 

..  264 

.-  266 


Year — Continued: 

1929 

1930 

1931 

1932.. 

1933 

1934 

1935 

1936-- 

1937 

1938.. 


Number 
of  vctet 

.-  286 
..  278 
..  234 
..  168 
.-  187 
..  174 
..  205 
..  322 
..  318 
..  297 
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Exhibit  No.  253 

(From  files  of  Acacia  Mutual  Life  Insurane  Co.] 

Acacia  Mutual  Life  Insurance  Company 

chartered  by  the  congress  of  the  united  states  in  1869 

Washington,  D.  C,  November  26,  1938,. 
William  Montgomery,  President 


DIRECTORS 


Oha8.  E.  Baldwin,  a.<«istant  commissioner  (retired). 
United  States  Bureau  of  Labor  Statistics,  Wash- 
ington, D.  C. 

Harry  Blake,  chairman  of  the  board,  Barber  &  Ross, 
Inc.,  Washington,  D.  C. 

James  E.  Colliflower,  president,  Jas.  E.  Colliflower 
&  Co.,  Inc.,  Washington  D.  C. 

Chas.  Cyrus  Coombs,  Colonel  (retired)  Chemical 
Warfare  Service,  United  States  Army,  Washing- 
ton, D.  C.  ,        „       . 

William  K.  Cowden,  attorney  at  law,  Huntmgton, 
W.  Va. 

Paul  B.  Cromelin,  member,  Cromelin,  Townsend, 
Brooke  &  Kirkland,  attorneys  at  law,  Washington, 
D.  C. 

J.  Harry  Cunningham,  president,  Lanman  Engrav- 
ing Co.,  Washington,  D.  C. 

L.  Whiting  Estes,  director,  Washington  Loan  and 
Trust  Co.,  Washington,  D.  C. 

Robert  V.  Fleming,  president  and  chairman  of  the 
board.  The  Riggs  National  Bank  of  Washington, 
D.  C. 

E.  C.  Graham,  president.  Hamilton  National 
Bank,  president.  National  Electrical  Supply  Co., 
Washington,  D.  C. 

Joseph  H.  Himes,  partner,  E.  A.  Pierce  and  Co.. 
brokers.  New  York,  N.  Y.,  president.  Joseph  H 
Himes  Co.,  Inc.,  Washington,  D.  C. 

Thomas  E.  Jarrell,  realtor  and  general  insurance. 
Washington,  D.  C. 


Howard  W.  Kacy,  vice  president  and  general  coun-i 
set.  Acacia  Mutual  Life  Insurance  Co.,  Washing- 
ton, D.  C. 

J.  Claude  Keiper,  grand  secretary  F.  A.  A.  M.  and 
R.  A.  M.,  D.  C,  grand  recorder.  Grand  Com^ 
mandery,  K.  T.,  D.  C,  Washington,  D.  C. 

Arthur  D.  Marks,  Washington  Post  Newspaper^ 
Washington,  D.  C. 

John  T.  Meany,  vice  president,  Waggaman-Brawner 
Realty  Corporation,  Washington,  D.  C. 

Joseph  H.  Milans,  pateut  attorney,  Washington, 
D.C. 

William  Montgomery,  president,  Acacia  Mutual 
Life  Insurance  Co.,  Washington,  D.  C. 

Edward  J.  Murphy,  president,  E.  J.  Murphy  Cc^ 
Inc.,  Washington,  D.  C. 

Dr.  J.  B.  Nichols,  medical  director.  Acacia  Mutual 
Life  Insurance  Co.,  Washington,  D.  C. 

L.  P.  Steuart,  president,  L.  P.  Steuart,  Inc.,  Wash- 
ington, D.  C. 

Frank  J.  Stryker;  president,  Columbia  National 
Bank,  Washington,  D.  C. 

Eugene  E.  Thompson,  E.  E.  Thompson  ii  Co.^ 
investment  securities,  Washington.  D.  C. 

Roger  J.  Whiteford,  member,  Whiteford,  Marshall^ 
Hart  &  Carmody,  attorneys  at  law,  Washington^ 
D.C. 

Lloyd  B.  Wilson,  president,  Chesapeake  6i  PotomaA- 
Telephone  Cos.,  Washington,  J>.  C. 


Nominations  for  Directors 
Deak  Sir:  Your  attention  is  called  to  the  following  section  of  the  bylaws: 
"notice,  for  nominations  and  qualifications  for  directors 

"Sec.  6.  On  or  before  December  15  of  each  year  the  board  of  directors,  through 
the  secretary,  shall  send  to  every  policyholder  a  list  of  the  names  of  the  directors 
whose  terms  expire  at  the  ^ext  annual  meeting  and  request  nominations  to  fill 
the  vacancies. 

"Any  policyholder  may  become  a  candidate  for  director  upon  being  nominated 
by  25  or  more  policyholders.     All  nominations  must  be  in  writing,  signed  by  the 

Solicyholder  making  the  nomination  and  filed  with  the  Secretary  on  or  befor©^ 
anuary  15  of  each  year.  At  the  first  regular  meeting  of  the  board  of  directors 
following,  the  Secretary  shall  submit  a  complete  list  of  all  those  who  have  been 
nominated  for  the  position  of  director  and  the  board  of  directors  shall  thereupon, 
declare  as  nominees  all  the  policyholders  who  have  been  nominated  in  accordance 
with  the  provisions  of  this  section." 

We  are  enclosing  herewith  a  list  of  the  directors  whose  terjns  oi"  office  expire  at 
the  annual  meeting  of  the  company  on  March  21,  1939,  and  request  that  yoa 
either  nominate  those  listed  to  succeed  themselves  or  others  to  take  their  places^ 
The  plan  of  nomination  is  exceedingly  simple  and  fully  set  forth  in  the  above 
section  of  the  bylaws. 

All  nominations  must  be  filed  with  the  secretary  on  or  before  January  15,  1939^ 
Yours  truly, 

S    E^  MOOS^RS,  Secrctarjtv 
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Acacia  Mutual  Life  Insurance  Company 
Home  oflSee:  Washington,  D.  C. 
Nominations  for  Directors 
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Directors  whose  terms  expire  at  the  annual  meeting 
of  the  company  Mar.  21,  1939 

Write  below  the  names  of  the  polir yholdi  rs  you 
wish  to  nominate  for  positions  as  directors  of  The 
Acacia  Mutual  Life  Insurance  Co. 

Name 

Address 

Name 

Address 

PaulB.  Cromelin  . 

District  of  Columbia  .  . 

L.  Whiting  Estes 

do 

J.  Claude  Keiper 

do 

Arthur  D.  Marks... 

do 

Lloyd  B.  Wilson  ... 

do 

Dated  at 


this 


day  of 193-, 


Signature  of  policyholder 


Exhibit  No.  254 


(From  flies  of  Acacia  Mutual  Life  Insurance  Co.] 

Proxy 
Know  all  men  by  these  presents, 

That  I,    ,   do  hereby  constitute 

and  appoint  William  Montgomery  my  attorney  and  agent,  for  me  and  in  my 
name,  place  and  stead,  to  vote  as  my  proxy  at  any  and  all  elections  for  the  board 
of  directors  of  the  Acacia  Mutual  Life  Insurance  Co.,  and  to  vote  for  me  and  in 
my  stead,  upon  any  questions  or  matter  that  may  come  before  any  regular  or 
special  meetings  of  the  policyholders  of  tlie  company,  as  if  theie  personally  present. 

In  the  event  of  the  death  or  inability  of  said  William  Montgomery  to  act, 
then  I  do  hereby  constitute  and  appoint  those  persons  at  that  time  constituting 
the  executive  committee  of  the  board  of  directors,  of  the  Acacia  Mutual  Life 
Insurance  Co.  as  my  attorney  or  attorneys,,  agent  or  agents,  for  me  and  in  my 
name,  place  and  stead,  by  a  majority  vote  of  those  present  at  any  meeting  called 
for  that  purpose  by  the  person  then  acting  as  secretary  of  the  company,  to  vote 
this  proxy  as  aforesaid.  This  power  of  attorney  or  proxy  is  to  be  in  eflfect  until 
revoked  by  me. 

In  witness  whereof,  I  have  hereunto  set  my  hand  and  seal'this day  of 

,  1939. 

_. .^..-_ [seal] 

(Witness  to  signature)  (Signature  of  policyholder) 

(If  you  sign  this  proxy  do  not  sign  ballot] 


PROXY 

Know  all  men  by  these  presents, 

That  I,    * ,   do  hereby  constitute 

and    appoint    my    attorney    and 

agent  for  me,  and  in  my  name,  place  and  stead,  to  vote  as  my  proxy  at  any  and 
all  elections  for  the  board  of  directors  of  the  Acacia  Mutual  Life  Insurance  Co., 
and  to  vote  for  me  and  in  mj'  stead  upon  any  questions  or  matters  that  may  come 
before  any  .regular  or  special  meetings  of  the  policyholders  of  the  company,  as 
i'f  there  personally  present.  This  power  of  attorney  or  proxy  is  to  be  in  effect 
until  revoked  by  me. 

In  witness  whereof,  I  have  hereunto  set  my  hand  and  seal  this day 

of ,  1939. 

_. [seal] 

(Witness  to  signature)  (Signature  of  policyholder^ 

Note  policy  number  here,  if  convenient: 

[If  you  sign  this  proxy  do  not  sign  ballot.] 
124491— 39— pt.  4 26 
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Acacia  Mutual  Life  Insuhance  Co. 


BALLOT  FOR  DIRECTORS  FOR  3  TEARS 


TOTE  FOR  SEVEN  ONLY 


STRIKE  OFF  ONE  NAME 


I  hereby  cast  my  A^ote  for  the  following  policyholders  to  serve  as  directors  of 
the  Acacia  Mutual  Life  Insurance  Co.  for  the  ensuing  3  years: 

RENOMINATED 

Paul  B.  Cromelin District  of  Columbia 

L.  Whiting  Estes District  of  Columbia 

Robert  V.  Fleming District  of  Columbia 

J.  Claude  Keiper District  of  Columbia 

Arthur  D.  Marks District  of  Columbia 

Frank  J.  Stryker District  of  Columbia 

Lloyd  B.  Wilson.. District  of  Columbia 

NEW  NOMINEE 

William  H.  Ellis Birmingham,  Ala. 

day  of ._ 


Dated  at this 

1939. 


(Signature  of  policyholder) 


Note  policy  number  here,  if  convenient: 

[If  you  sign  this  ballot,  do  not  sign  proxy] 


Exhibit  No.  255 

tSource:  Prepared  by  Dr.  Donald  Davenport,  Special  Economic  Consultant,  Insurance  Study,  Securitiei 
and  Exchange  Commission] 

The  12  Largest  Mutual  Life  Insurance  Companies 

Policyholders,  possible  votes,  votes  actually  cast  in  election  of  directors,  1935,  1936, 

and  1937 


Number 

Company 

Policy- 
holders « 

Possible 
votes  • 

Votes 
actually 
cast  per 
director  • 

ratio  cf 

vote  cast 

to  possible 

votes « 

1937 
Metropolitan  Life  Insurance  Co 

27,111,000 

24, 821, 000 
12, 200, 000 
1, 850, 000 

1, 072, 000 

805,000 

635, 000 

5,  250, 000 

1, 651,  678 

(») 

486,000 
278,500 
189,000 

437,  804 

306,  675 

»318 

532 

177 

•74 

•  1, 169 

'  12,  480 

8,364 

•288 

•531 

2,395 

1.76 

The  Prudential  Insurance  Co.  of  America 

21, 300, 000 
2,000,000 

1, 149, 500 
8fi5,  000 
635, 000 

5,170.000 
367, 674 
364, 004 
363, 696 
253,  950 
189,000 

2.  .SI 
.02 

The  Equitable  Life  Assurance  Society  of  the  United 
States 

.05 

The  Mutual  Life  Insurance  Co.  of  New  York 

.02 

.01 

.02 

The  Penn  Mutual  Life  Insurance  Co 

.76 

Mutual  Benefit  I^ife  Insurance  Co 

.06 

.10 

Provident  Mutual  Life  Insurance  Co.  of  Philadelphia.. 

1.27 

I  Based  upon  replies  from  respective  companies.    In  some  casea  these  were  specified  as  "estimates"  by 
responsible  company  officers. 
'  >  Information  received  from  Individual  companies. 
«  Percentage  ratio  of  (3)  to  (2) . 

•  No  votes  cast  by  mail  or  proxy  in  1937  election. 

•  Proxies  prohibited  by  State  regulation. 

'  Proxies  prohibited  by  company  charter. 

•  Unknown. 
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Policyholders,  possible  votes,  votes  actually  cast  in  election  of  directors,  19S5,  19S6, 
and  1937 — Continued 


Number 

Percentage 

Company 

Policy- 
holders 

Possible 
votes 

\otes 
actually 
cast  per 
director 

ratio  of 

vote  cast 

to  possible 

votes 

1926 

(») 
11,600,000 
1, 800, 000 

1,051,000 
(') 

620,000 
4,  910, 000 
1, 931,  872 
(») 

478, 000 
265,900 
186,000 

23,657,000 
11,100,000 
1,775,000 

1,041.000 

801,000 

611,000 

4,  550, 000 

1,  799, 068 

(>) 

470,000 
256,  400 
185,000 

20, 800, 000 
1,950,000 

1, 122, 300 

243, 089 
322 

723 

2.10 

The  Equitable  Life  Assurance  Society  of  the  United 

.07 

620,000 
4,  830, 000 
355,  722 
363, 386 
357,  374 
242, 950 
186, 000 

25, 876, 000 
20,  200, 000 
1, 925, 000 

1,110,300 
860,000 
611,000 

4, 480, 000 
348, 987 
368, 874 
351,  764 
233, 200 
185, 000 

86 
1,236 
10, 910 
7,897 
346 
549 
2,480 

422. 092 

239, 018 

205 

140 
60 

858 
10, 299 

8, 098 
305 
571 

2,514 

.01 

John  Hancock  Mutual  Life  Insurance  Co 

.03 

.58 

Massachusetts  Mutual  Life  Insurance  Co 

.07 

New  England  Mutual  Life  Insurance  Co 

.21 

Provident  Mutual  Life  lusui^ance  Co.  of  Philadelphia.. 
1935 

1.33 
1.78 

2.18 

New  York  Life  Insurance  Co 

.01 

The  Equitable  Life  Assurance  Society  of  the- United 

.08 

The  Mutual  Life  Insurance  Co.  of  New  York  

.02 

.01 

John  Hancock  Mutual  Life  Insurance  Co 

.02 
.57 

Massachusetts  Mutual  Life  Insurance  Co 

.06 

New  England  Mutual  Life  Insurance  Co 

.22 

Provident  Mutual  Life  Insurance  Co.  of  Philadelphia.. 

1.30 

Sources: 

•  Unknown. 

*  No  election. 


Exhibit  No.  256 
Announcement  of  meeting  for  the  election  of  directors 

(Summary  of  methods  employed  in  mutual  and  proprietary  life-insurance  companies  to  inform  policyholders 
of  forthcoming  meetings  for  purpose  of  electing  directors.  Based  upon  an  analysis  of  replies  received  to 
the  preliminary  questionnaire  sent  to  life-insurance  companies  by  the  Securities  and  Eichang*  Com- 
mission, September  1938] 

MUTUAL  OOMPAN.IES 


Methods  employed 


A.  Special  notices  sent  by  mall  or  special  notices  by  mall  in  combination  with 
other  methods: 

Notice  by  mail,  on  premium  receipt,  by  publication  and  on  policy 

Notice  by  mail,  on  premium  receipt,  and  by  publication 

Notice  by  mail  and  publication i 

Notice  by  mail,  on  premium  receipt  and  on  policy 

Notice  by  mail  and  on  premium  receipt 

Notice  by  mail  and  on  policy 

Notice  by  mail  only 

Subtotal 


Companies 


Number 

Percent  of 

total 
number 

3 
15 

29 

35.00 
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Announcement  of  meeting  for  the  election  of  directors — Continued 
MUTUAL  COMPANIES— Continued 


Companies 

Methods  employed 

Number 

Percent  of 

total 
number 

B.  Notice  on  premium  receipt  alone,  or  on  premium  receipts  in  combination  with 
other  methods  (exclusive  of  the  methods  shown  above): 

11 

6 
2 
2 

Notice  on  premium  receipt  and  on  policy                                     .  - 

Subtotal                                                                          

21 

2fi.25 

0.  Methods  other  than  those  shown  above; 

3 

1 
19 
fi 
2 

Notice  by  publication  and  through  apents                               ..          

31 

38.  75 

Total  for  mutual  companies                                 ....  

SO 

100.00 

METHODS   EMPLOYED    BY    THE    12    LARGEST     MUTUAL     LIFE     INSURANCE     COMPANIES- 
IN  NOTIFYING  POLICYHOLDERS  OF  MEETINGS  FOR  THE  ELECTION  OP  DIRECTORS 

Metropolitan  Life  Insurance  Co. — Policyholders  are  notified  of  their  right  tO' 
vote  by  advertisements  inserted  in  certain  selected  newspapers  published  in  New- 
York  City,  a  notice  printed  on  the  policy  itself,  a  notice  printed  on  premiums  or 
on  premium  receipt  books,  notices  inserted  in  The  Metropolitan,  a  policyholders' 
paper  published  by  the  Metropolitan  Life  Insurance  Co.,  and  by  notices  deHvered 
verbally  to  a  number  of  policyholders  by  the  agency  force  itself. 

The  Prudential  Life  Ins^irance  Co.  of  America. — Policyholders  are  notified  of 
their  right  to  vote  by  advertisements  inserted  in  newspapers  published  in  the' 
capital  of  each  State  in  which  the  Prudential  Life  Insurance  Co.  of  America  does 
business  and  by  notices  delivered  through  the  agency  force  itself 

New  York  Life  Insurance  Co. — Policyholders  are  notified  of  their  right  to  vote 
by  advertisements  inserted  in  certain  newspapers  published  in  the  City  of  New- 
York  and  by  a  notice  printed  on  the  premium  receipt. 

The  Equitable  Life  Assurance  Society^  of  the  United  States. — Policyholders  are' 
notified  of  their  right  to  vote  by  advertisements  inserted  in  certain  newspapers  in' 
the  City  of  New  York,  by  a  notice  printed  on  the  premium  receipt,  and  by  bulle- 
tins posted  in  branch  offices. 

The  Mutual  Life  Insurance  Co.  of  A^ew  York. — Policyholders  are  notified  of  their 
right  to  vote  by  advertisements  inserted  in  certain  selected  newspapers  published' 
in  New  York  City  and  by  notices  printed  on  premium  receipts. 

The  Northwestern  Mutual  Life  Insurance  Co.— Policyholders  are  notified  of  their 
right  to  vote  by  advertisements  inserted  in  various  newspapers  published  i  n  the- 
State  of  Wisconsin. 

John  Hancock  Life  Insurance  Co. — Policyholders  are  notified  of  their  right  tO' 
vote  by  a  notice  printed  on  premium  receipts  and  on  premium  receipt  books  and 
by  a  notio  printed  on  the  policy  itself. 

The  Penn  Mutual  Life  Insurance  Co.— Policyholders  are  notified  of  their  right- 
to  vote  V)y  advertisements  inserted  in  certain  newspapers  published  in  the  city 
of  Philadelphia,  and  by  notices  printed  on  premium  receipts. 

Mutual  Benefit  Life  Insurance  Co.  of  New  /erse?/.— Policyholders  are  notified' 
of  their  right  to  vote  by  advertisements  inserted  in  newspapers  published  in  New 
Jersev,  and  by  a  notice  printed  on  the  policy  jacket,  and  on  the  premium  receipt. 

Massachusetts  Mutual  Life  Insurance  Co. — Policyholders  are  notified  of  their 
right  to  vote  by  advertisements  inserted  in  certain  newspapers  published  in  the 
city  of  Springfield,  by  a  notice  printed  on  the  premium  receipt  and  by  a  notice 
printed  on  the  policy  itself. 

New  England  Mutual  Life  Insurance  Co. — Policyholders  are  notified  of  their 
right  to  vote  by  advertisements  inserted  in  certain  newspapers  pubHshed  in  the- 
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city  of  Boston,  by  a  notice  printed  on  the  premium  receipt,  and  by  a  notice 
printed  on  the  policy  itself. 

Provident  Mutual  Life  Insurance  Co. — Policyholders  are  notified  of  their  right 
"to  vote  by  advertisements  inserted  in  certain  newspapers  published  in  the  city  of 
Philadelphia,  by  a  notice  printed  on  the  policy  jacket,  by  a  notice  printed  on  the 
premium  receipt,  and  by  special  notices  sent  by  mail  to  a  group  of  10,000  different 
policyholders  every  year. 

Exhibit  No.  257 

Summary  of  methods  employed  by  mutual  life  insurance  companies  in  notifying 
policyholders  and  hy  proprietary  life  insurance  companies  in  notifying  stock- 
holders of  meetings  to  be  held  for  the  election  of  directors 


Classes  of  companies 


Number  of  companies  employing 


Special 
notice 

sent  by 
mail 


Other 
methods 


Mutual  companies 

Proprietary  companies. 


Classes  of  companies 


Percentages  of  companies  em- 
ploying 


Special 

notices 

sent  by 

mail 


Other 
methods 


Mutual  companies 

Proprietary  companies.. 


65.0 
11.2 


Exhibit  No.  258 

[Statements  by  authorities  re  the  subject  of  mutuality  in  life-in.surance  companies] 

Elizur  Wright:  "Politics  and  Mysteries  of  Life  Insurance"  (1873) 

"We  have  in  fact  the  anomaly  of  a  company,  having  an  .annual  revenue  of 
1515,000,000,  with  about  $60,000,000  in  hand,  which  though  constitutionally 
"mutual"  and  theoretically  perfectly  democratic,  is,  de  facto,  autocratic,  the 
chief  officer  holding  proxies  enough  to  secure  his  own  reelection,  in  spite  of  any 
opposition  short  of  the  miraculous.  An  autocracy  may  be  the  best  governnient 
in  the  world  or  it  may  not  be,  according  to  the  character  of  the  autocrat.  The 
prejudices  of  our  country  are  certainly  not  in  its  favor. 


Report  of  Joint  Committee  of  the  Senate  and  Assembly  of  the  State  or 
New  York  to  Investigate  and  Examine  Into  the  Business  and  Affairs 
•OF  Life-Insurance  Companies  (Volume  X  (Armstrong  Committee)  1906), 

Notwithstanding  their  theoretical  rights,  policyholders  have  had  little  or  ho 
voice  in  the  management.  Entrenched  behind  proxies,  easily  collected  by  sub- 
servient agents  and  running  for  long  periods,  unless  expressly  revoked  the  officers 
of  these  companies  have  occupied  unassailable  positions  and  have  been  able  to 
•exercise  despotic  power.  Ownership  of  the  entire  stock  of  an  unmixed  stock  cor- 
poration scarcely  could  give  a  tenure  more  secure.  The  most  fertile  source  of 
evils  in  administration  has  been  irresponsibility  of  official  power.  However  much 
this  may  be  expected  in  the  case  of  absolute  stock  control,  in  that  of  a  mutual 
company  it  proceeds  from  a  flagrant  disregard  of  the  law  of  its  being.  While  it 
would  be  plainly  unwise  that  the  management  of  a  life-insurance  company  should 
be  rendered  unstable  or  that  its  personnel  should  be  frequently  changed,  it  is  of 
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the  first  importance  that  officers  should  realize  their  direct  responsibility  to  those 
whom  they  represent  and  should  rely  for  their  continuance  in  office  upon  proved 
efficiency  and  not  upon  a  practical  inability  of  the  policyholders  to  depose  them. 


Effort  of  the  Commission  to  Recodify  the  Insurance  Laws  Under  Chap- 
ter 11  OF  the  Resolves  of  1906  Made  to  His  Excellency  Curtis  Guild, 
Jr.,  Governor  of  the  Commonwealth  of  Massachusetts,  June  1906 

How  to  secure  the  effective  exercise  of  the  franchise  of  the  policyholders  of  a 
mutual  company  is  a  problem  that  has  engaged  the  serious  attention  of  both  the 
Chicago  committee  and  the  Armstrong  Committee.  The  former  suggests  that 
each  policyholder  be  notified  by  mail  of  every  meeting;  that  members  may  cast 
their  votes  personally  or  by  mail,  or  by  proxy,  or  by  representation ;  that  a  system 
of  cumulative  voting  shall  be  adopted;  that  a  list  of  the  candidates  for  offices 
shall  be  mailed  to  each  member  at  least  30  days  before  election;  and  it  provides 
for  the  holding  of  district  meetings  by  policyholders,  at  the  expense  of  the  com- 
pany, for  the  election  of  district  representatives  to  attend  and  vote  at  the  meet- 
ings of  the  company.  The  Chicago  committee  has  further  condemned  the  com- 
pulsory publication  of  lists  of  policyholders  by  the  companies. 

The  Armstrong  Committee  opposes  the  plan  for  district  representation,  and 
has  commended  a  very  elaborate  method  of  direct  voting  in  person,  or  by  proxy, 
or  by  mail,  at  the  option  of  the  policyholder;  and  to  make  possible  organized 
movements  among  the  policyholders,  it  has  recommended  that  a  publication  of 
the  lists  of  polipyholders  be  required. 

In  general,  permanence  in  the  management  of  a  company  is  to  be  desired. 
Instability,  change  of  methods,  subservience  to  passing  notions  are  to  be  deplored. 
On  the  other  hand,  the  policyholders  have  more  at  stake  in  the  faithfulness  of 
directors  than  have  investors  in  any  other  institution.  Their  position  is  unlike 
that  of  depositors  in  a  bank,  who  are  at  liberty  to  withdraw  their  deposits  if  they 
lose  faith  in  the  directors.  PoHcyholders  have  made  contracts  the  abandonment 
of  which  may  mean  irreparable  loss.  Their  rights  ought  not  to  be  jeopardized 
by  the  extra  hazard  that  is  involved  in  their  society's  being  managed  by  a  board 
of  directors  that  is  self-perpetuating,  or  whose  election  and  reelection  may  depend 
upon  their  subserviency  to  one  or  more  men  in  control  of  the  corporation. 

Says  the  Armstrong  Report. (pp.  4  and  33):  "Executive  officers  have  been  in 
actual  control,  and  in  effect  have  been  able  to  choose  the  members  of  the  board  of 
trustees  through  whom  they  in  turn  have  been  continued  in  office.  The  result  has 
been  r.n  autocracy,  maintained  almost  without  challenge.  Whatever  efforts  have 
been  directed  against  it  have  proven  abortive." 

If  action  by  policyholders  numbering  many  thousands  and  distributed  all  over 
the  world  could  be  depended  on  to  keep  in  the  board  of  directors  men  who  felt 
that  their  position  was  due  to  the  policyholders  and  not  to  any  other  influence,  the 
evils  referred  to  would  not  be  possible.  Can  the  Government  make  certain, 
without  the  action  of  the  policyholders  but  for  their  benefit,  that  there  shall 
always  be  on  the  board  of  directors  but  one  more  who  shall  be  entirelv  independent 
of  the  dominant  force  in  the  organization? 

If  this  can  be  accomplished,  it  would  seem,  in  a  measure,  to  reduce  the  possibil- 
ities of  evil  that  may  come  froin  a  self-perpetuating  board. 

This  State  long  since  established  the  policy  of  protecting  the  public  interest  in 
certain  corporations,  where  the  State  or  the  public  was  largely  interested,  by 
giving  to  the  Governor  the  power  to  appoint  one  or  more  members  of  the  board  of 
directors  of  such  corporations.  The  presence  upon  such  a  board  of  public-spirited 
citizens,  appointed  by  the  State's  Executive,  could  but  inspire  confidence  and 
would  prevent  directors  and  executive  officers  from  forming  a  ring  which  circles 
upon  itself  without  a  break. 

It  seems  to  the  commission  that  the  presence  of  such  men  upon  the  boards  of 
directors  of  our  life-insurance  companies  would  tend  to  give  the  public  confidence 
and  would  make  impossible  the  growth  of  any  such  evils  as  have  been  recently 
brought  to  the  pi'blic  attontion  hv  dovelopmonts  ir>  other  State?. 

We  therefore  recommend  legislation  requiring  the  Governor  of  the  Common- 
wealth to  appoint  two  directors,  to  serve  upon  the  board  of  every  mutual  life 
insurance  company  hereafter  organized,  and  of  every  existing  mutual  life  insur- 
ance company  which  shall  accept  the  provisions  of  the  act  embodying  this 
recommendation. 
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Report  of  the  Committee  Appointed  Pursuant  to  House  Resolutions  429 
AND  504  TO  Investigate  the  Concentration  of  Control  op  Monet  and 
Credit,  1913,  pp.  14&-147  (Pujo  Committee) 

All  of  which  demonstrates  that  the  so-called  control  of  the  life  insurance  com- 
panies by  policyholders  through  mutualization  is  a  farce  and  that  its  only  result 
is  to  keep  in  office  a  self-constituted,  self-perpetuating  management,  which  can 
usually  rely  on  the  agency  force  to  more  than  oflfset  a  policyholders'  uprising  if 
such  a  thing  is  conceivable. 

New  York  State  Insurance  Report,  1927,  Part  I,  Pages  8-9,  Superintendent 
OF  Insurance  James  A.  Beha 

In  my  two  previous  reports  to  the  legislature  I  expressed  the  opinion  that  the 
management's  viewpoint  as  to  its  responsibilities  to  its  millions  of  policyholders 
cannot  be  brought  into  complete  harmony  with  the  viewpoint  of  the  State  unless 
the  State  has  representation  on  the  board  of  directors.  This  problem  wiU  not 
become  less  acute  as  time  goes  on.  One  of  our  domestic  life  companies  has  now 
become  not  only  the  largest  life  insurance  company  in  the  world  but  also  the 
largest  financial  institution  in  the  world. 

All  of  the  directors  of  our  mutual  life  companies  are  men  of  affairs,  men  of 
good  standing  in  their  respective  communities,  and  men  of  honor  and  ability. 
They  serve  on  these  boards  as  directors  for  a  nominal  fee.  Thty  are  active  in 
their  own  special  work  and  undertakings,  and  can  give  only  limited  consideration 
to  the  affairs  of  these  life  insurance  companies. 

While  nominally  elected  by  the  policyholders,  they  are  actually  selected  by  the 
management  of  each  of  the  companies  themselves.  Section  94  which  provides 
for  the  election  of  directors,  while  intended  to  give  policyholders  a  voice  in  the 
selection  of  directors,  nevertheless  sets  up  a  plan  which  is  not  workable  to  ac- 
complish its  object,  and,  as  already  stated,  the  directors  are,  for  all  intents  and 
purposes,  selected  by  the  management  of  the  company.  It  is  these  directors  so 
selected  who  in  turn  elect  the  officers  of  the  companies  and  are  expected  to 
supervise  their  management. 

It  is  quite  certain  that  a  director  who  is  not  in  harmony  with  the  officers  of  the 
company,  whether  his  views  would  be  for  the  general  good  of  the  company  or 
not  would  not  long  remain  a  director  under  these  circumstances.  Such  a  condi- 
tion does  not  have  a  tendency  to  arouse  interest  on  the  part  of  directors  or  de- 
velop independent  or  constructive  ideas  from  them.  The  lack  of  such  responsi- 
bility on  the  part  of  directors  is,  however,  not  limited  to  mutual  life  insurance 
companies  or  to  other  insurance  companies,  but  apparently  is  the  general  tend- 
ency in  all  of  our  large  modern  institutions.  This  is  followed  by  the  centraliza- 
tion of  power  in  the  few  and  the  placing  of  great  responsibility  in  the  hands  of  a 
few.  In  general  business  institutions,  however,  the  officers  in  power  generally 
have  a  material  interest  in  the  companies  themselves  in  the  form  of  stockholdings 
or  other  similar  holdings,  while  in  mutual  life  insurance  companies,  the  officers 
and  directors  as  such  have  no  vested  interest  in  said  companies.  The  cornpanies 
are  the  property  of  the  policyholders,  and  the  policyholder's  interest  in  his  com- 
pany depends  only  on  the  size  of  his  policy  and  the  proportion  that  his  policy 
bears  to  the  total  of  the  policies  of  the  company. 


Life  Insurance,  a  Critical  Examination,  by  Edward  Herman,  PP.  179,  180 

(1936) 

One  of  the  most  important  changes  required  in  the  life  insurance  business  is  the 
real  mutualization  of  the  life  insurance  companies.  In  theory,  every  mutual  life 
insurance  company  is  a  cooperative  enterprise;  in  practice,  it  often  functions  as 
though  the  most  important  thing  to  be  accomplished  were  the  maintenance  of 
financial  power  in  the  hands  of  a  relatively  small  number  of  directors  and  execu- 
tives and  the  continued  payment  of  exorbitantly  high  salaries  to  officials.  A 
thoroughgoing  consideration  of  the  manner  in  which  these  companies  actually 
carry  on  their  business  shows  either  that  the  policyholders'  interests  are  frequently 
disregarded  or  that  the  people  who  conduct  the  operations  of  the  company  are 
unable  to  carry  on  its  business  in  the  interest  of  the  policyholders. 


"Exhibit  No.  259"  appears  in  text  on  p.  1411. 
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ExHBiT  No.  260 
[From  files  of  Metropolitan  Life  Insurance  Co.,  office  of  President] 

FOLLANSBEE,  ShOKET  &  ScHUPP, 

Chicago,  May  7,  1932. 
Leroy  a.  Lincoln,  Esquire, 

Vice  President  and  General  Counsel,  Metropolitan  Life  Insurance  Co., 

New  York  City,  N.  Y. 

Mt  Dear  Mr.  Lincoln:  When  I  came  on  the  board  a  great  many  years  ago, 
when  the  company  was  first  mutualized,  I,  or  someone  else  elected  at  the  same 
time,  took  the  place  of  Mr.  Butcher,  and  Mr.  Butcher  was  told  in  those  days  that 
the  policy  of  the  company  forbade  any  director  to  represent,  as  counsel,  the  com- 
pany in  any  way.  That  policy  was  changed,  as  I  understand,  and  the  evidence  of 
the  change  was  that  my  friend,  Sam  Fordyce,  retained  his  legal  representation  for 
the  company  after  he  became  a  director. 

The  company  is  apt  to  have  a  lot  of  important  real  estate  foreclosures  in  this 
vicinity,  and  I  write  to  you  as  general  counsel  asking  you  to  give  our  firm,  which 
has  always  had  both  knowledge  and  facility  in  such  matters,  consideration. 

My  father  in  18S7  brought  the  business  of  the  Metropolitan  to  his  firm  of  Hoyne, 
FoUansbee  &  O'Connor.  On  the  dissolution  of  that  firm  in  1899,  Mr.  O'Connor, 
who  has  been  dead  almost  9  years,  came  on  to  New  York  and  persuaded  one  of 
your  predecessors  in  office  that  he  was  the  man  who  had  attended  to  the  details 
of  your  cases.  Now  Mr.  Hoyne  is  almost  89  years  of  age  and  the  work  is  done  by 
his  partners.  I  do  not  want  to  interfere  with  his  representation  but  I  think  the 
above  historical  statement  would  tend  to  make  you  feel  that  my  request  that  I 
be  counted  in  is  very  reasonable. 

My  memory  goes  back  long  before  1887,  when  Mr.  Hegeman  was  a  young  man 
and  used  to  use  evangelism  on  the  agents  in  the  auditorium  of  the  Temple  Build- 
ing, which  was  torn  down  to  erect  the  building  where  we  now  have  our  offices. 
In  those  days  the  industrial  agents  made  $8  to  $10  a  week  and  were  mostly  English- 
men who  had  left  the  Prudential  of  London,  and  other  insurance  companies,  with 
some  deficits,  and  as  soon  as  they  were  at  home  in  this  country  proved  defaulters 
in  many  cases.  Those  were  the  early  days. 
Very  faithfully  yours, 

Mitchell  D.  Follansbee. 


Exhibit  No.  261 

Directors  of  New  York  Life  Insurance  Co. 

Alfred  L.  Aiken  Charles  A.  Cannon  Willard  V.  King 

James  Rowland  Angell         George  B.  Cortelyou  Gerrish  H.  Milliken 

Nathaniel  F.  Ayer  William  H.  Danforth  Edward  L.  Ryerson,  Jr. 

Arthur  A.  Ballantine  Robert  E.  Dowling  Harper  Sibley 

Cornelius  N.  Bliss  James  G.  Harbord  Alfred  E.  Smith 

Henry  Bruere  Charles  D.  HiUes  J.  Barstow  SmuU 

Mortimer  N.  Buckner  Hale  Holden  Percy  S. "Straus 

Thomas  A.  Buckner  Herbert  Hoover 

Nicholas  Murray  Butler       Percy  H.  Johnston 


Exhibit  No.  262 

[Prepared  by  lli©  Securities  and  Exchange  Ccmnassion  Iiisurarce  study  slafl] 

Schedule   op   Business  Affiliations   of  the    Directors,    New   York   Lif» 
Insurance  Co. 

J.  Affiliated  as  officer  or  partner  only: 
A.   Bank  and  trust  companies: 

1.  The  Bowery  Savings  Bank, 

2.  Lawyers  Trust  Co. 

3.  County  Safe  Deposit  Co. 

4.  First  Bank  of  F.ast  Prairie. 

5.  R.  II.  ISIa^'v  it  Co.,  private  bankers. 

6.  Security  Trust  Co. 

7.  Provident  Loan  Society. 
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I.  Affiliated  as  officer  or  partner  only — Continued. 

B.  Industrial  companies: 

1.  Ralston  Purina  Co. 

2.  HoUister  Lumber  Co. 

3.  Cotwood  Manufacturing  Corporation. 

C.  Mercantile: 

1.  Meenan  Oil  Co. 

2.  Meenan  Coal  Co. 

3.  Deering  Rlilliken  &  Co.,  Inc. 

D.  Real  estate: 

1.  Empire  State,  Inc. 

2.  County  Improvement  Corporation. 

3.  Knott  Corporation. 

E.  Miscellaneous: 

1.  The  Danforth  Foundation. 

2.  The  American  Youth  Foundation. 

3.  Trading  and  Commission  Co. 

4.  Highwood  Land  Co. 

5.  Empire  State  Corporation. 

6.  Woodbank  Mills,  Inc. 
II.  Affiliated  as  director  only: 

A.  Banks  and  trust  companies: 

1.  Bowery  Savings  Bank. 

2.  Chemical  Bank  &  Trust  Co.' 

3.  International  Power  Securities  Corporation. 

4.  John  P.  Maguire  &  Co.,  Inc. 

5.  Provident  Loan  Society  of  New  York. 

6.  Northern  Trust  Co. 

7.  First  National  Bank  of  St.  Louis. 

8.  St.  Louis  Union  Trust  Co. 

9.  City  Bank  Farmers  Trust  Co, 

10.  East  River  Savings  Bank. 

11.  Rochester  Savings  Bank. 

12.  Bankers  Trust  Co.» 

13.  Franklin  Savings  Banks. 

14.  Seaman's  Bank  for  Savings.' 

15.  First  National  Bank  of  Nlorristown. 

16.  Unied  States  Trust  Co.  of  New  York. 

17.  Savings  Banks  Trust  Co. 

18.  National  City  Bank  of  New  York. 

19.  Boston  Safe  Deposit  &.  Trust  Co. 

20.  "National  Sliawmut  Bank. 

B.  Industrial  companies: 

1.  National  Distillers  Products  Corporation. 

2.  Roseton  Brick  Corporation. 

3.  American  Brake  Shoe  &  Foundry  Co. 

4.  United  States  Gypsum  Co. 

5.  Milcor  Steel  Co." 

6.  Quaker  Oats  Co. 

7.  Efird  Manufacturing  Co. 

S.  Social  Circle  Cotton  Mill  Co. 

9.  Imperial  Cotton  Mills. 

10.  Norwood  Manufacturing  Co. 

11.  National  Broadcasting  Co.' 

12.  Radio  Keith.  Orpheum  Corporation.' 

13.  RKO  Pictures  Inc. 

14.  Pathe  News  Inc. 

1.5.  Colprovia  Roads,  Inc. 

16.  P.  R.  Mallory  &  Co.,  Inc. 

17.  Dellaven  Razor  Corporation. 

15.  Manati  Sugar  Co. 

19.  Otis  Co. 

20.  Radio  Corporation  of  America.' 

21.  RCA  Manufacturing  Co.' 

22.  American  Smelting  &  Refining  Co. 


•  Indicates  that  more  than  1  director  of  New  York  Life  Insurance  Co.  is  afl31iated. 
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II.  Affiliated  as  director  only — Continued. 

B.  Industrial  companies — Continued. 

23.  Anglo-Chilean  Nitrate  Corporation, 

24.  Otis  Elevator  Co. 

25.  Otis-Fenson  Elevator  Co. 

26.  Waygood-Otis  Elevator  Co. 

27.  Dallas  Manufacturing  Co. 

28.  Drayton  Mills. 

29.  Gaffney  Manufacturing  Co. 

30.  Hartsville  Cotton  Mill. 

31.  Lock  wood  Co. 

32.  Laurens  Cotton  Mill. 

33.  Abbeville  Mills. 

34.  Darlington  Manufacturing  Co 

35.  Gainesville  Cotton  Mill. 

36.  Monarch  Mills. 

37.  Pacolet  Manufacturing  Co. 

38.  Spartan  Mills. 

39.  Whitney  Manufacturing  Co. 

40.  Judson  Mills. 

41.  Startex  Mills. 

42.  Madison  Woolen  Co. 

43.  Southern  Worsted  Co. 

44.  Dutchess  Bleachery. 

C.  Insurance  companies: 

1.  Life: 

(a)   Church  Life  Insurance  Co. 

2.  Casualty  and  surety: 

(a)  Great  American  Indemnity  Co. 

(b)  American  Surety  Co. 

(c)  National  Surety  Corporation. 

3.  Fire  and  marine: 

(a)   Great  American  Investing  Co.,  Inc. 
(6)   Great  American  Insurance  Co. 

(c)  Globe  &  Rutgers  Fire  Insurance  Co. 

(d)  Home  Insurance  Co. 

(e)  Atlantic  Mutual  Insurance  Co.' 
If)   American  Alliance  Insurance  Co. 
(g)  American  National  Insurance  Co. 
(}i)   County  Fire  Insurance  Co. 

(t)   Detroit  Fire  &  Marine  Insurance  Co. 
(j)   Massachusetts  Fire  &  Marine  Insurance  Co. 
(k)   North  Carolina  Home  Insurance  Co. 
(l)   Rochester  American  Insurance  Co. 
(m)   Boston  Manufacturers  Mutual  Fire  Insurance  Co. 
(n)  Paper  Mill  Fire  Insurance  Co. 

D.  Mercantile  companies: 

1.  L.  Bamberger  &  Co. 

2.  Davison-Paxon  Co. 

3.  The  Lasalle  &  Koch  Co. 

4.  R.  H.  Macy  &  Cie.  (France). 

5.  R.  H.  Macv  &  Co.,  Ltd. 

6.  Valley-Cadillac  Co. 

7.  Mercantile  Stores  Co.,  Inc. 

E.  Pubhshing  companies: 

1.  D.  Appleton-Century  Co.,  Inc. 

F.  Real  estate: 

1.  Hotels  Statler  Co. 

2.  Aztec  Land  &  Cattle  Co. 

3.  United  Artists  Theatre  Circuit. 

4.  Metropolitan  Opera  &  Real  Estate  Co. 

5.  1  Liberty  Street  Realty  &  Securities  Corporation. 

6.  National  City  Realty  Corporation. 

7.  Broadway  Corporation.' 

8.  Hotel  Waldorf-Astoria  Corporation. 


>  Indicates  that  more  than  1  director  of  N'^w  York  Life  Insurance  Co.  is  affiliated. 
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II.  Affiliated  as  director  only — Continued. 
G.  Transportation  companies: 
'     Railroad: 

(a)   Carolina,  Clinchfield  &  Ohio  Ry.  Co. 
(6)   Carolina,    Clinchfield   &    Ohio   Ry.    of   South 
Carolina. 

(c)  Clinchfield  Northern  Ry.  of  Kentucky. 

(d)  Chicago,  Milwaukee,  St.  Paul  &  Pacific  R.  R. 

Co. 

(e)  Atchison,  Topeka  &  Santa  Fe  Ry.  Co. 
00  Union  Pacific  R.  R.  Co. 

(g)  Oregon  Short  Line  R.  R.  Co. 
(h)  Oregon-Washington  R.  R.  &  Navigation  Co. 
(i)   Los  Angeles  &  Salt  Lake  R.  R.  Co. 
(j)  Hudson  &  Manhattan  R.  R.  Co. 
ik)   Southern  Ry.  Co. 
2.  Steamship: 

(a)    Newtex  Steamship  Corporation. 
(6)   Spokane  Steamship  Co. 

(c)  Nicholson  Steamship  Co. 

(d)  Overlakes  Freight  Corporation. 

(e)  Universal  Terminal  Co. 
H.  Utility  companies: 

1.  Western  Union  Telegraph  Co. 

2.  American  Telephone  &  Telegraph  Co. 

3.  Consolidated  Gas,  Electric  Light  &  Power  Co.  of  Baltimore. 

4.  Pennsylvania  Water  &  Power  Co. 

5.  Safe  Harbor  Water  Power  Corporation. 

6.  RCA  Communications,  Inc.i 

7.  Marconi  Telegraph-Cable  Co.,  Inc. 
I.  Miscellaneous  companies: 

1.  American  Canadian  Properties  Corporation. 

2.  Columbia  Graphophone  Factories  Corporation. 

3.  Northeast  Baltimore  Corporation. 

4.  New  York  World's  Fair  1939,  Inc.' 

5.  Institutional  Securities  Corporation. 

6.  Boomer  Du  Pont  Properties  Corporation. 

7.  Discount  Corporation  of  New  York. 

8.  Louis  Sherrv,  Inc. 

9.  Farwell  Mills. 
10.  Nyanza  Mills. 

III.  Affiliated  as  both  officer  and  director: 

A.  Bank  and  trust  companies: 

1.  New  York  Trust  Co. 

2.  Safe  Deposit  Co.  of  the  New  York  Trust  Co. 

3.  Cabarrus  Bank  &  Trust  Co. 

4.  Concord  National  Bank. 

5.  Chemical  Bank  &  Trust  Co. 

6.  Chemical  Safe  Deposit  Co, 

B.  Industrial  companies: 

1.  Radio  Corporation  of  America. 

2.  National  Broadcasting  Co. 

3.  Cheramy,  Inc. 

4.  Houbigant,  Inc. 


5. 

Inland  Steel  Co. 

6. 

Cannon  Mills  Co. 

7. 

Wiscasset  Mills  Co. 

8. 

Tuscarora  Cotton  Mills. 

9. 

Amazon  Cotton  Mills. 

10. 

RCA  Manufacturing  Co. 

11. 

Cabot  Manufacturing  Co. 

12. 

Farwell  Bleachery. 

13. 

Nyanza  Mills. 

>  Indicates  that  more  than  1  director  of  New  York  Life  Insurance  Co.  is  affiliated. 
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III.  Affiliated  as  both  officer  and  director — Continued. 

C.  Mercantile  companies: 

1.  R.  H.  Macy  &  Co.,  Inc. 

2.  Joseph  T.  Ryerson  &  Son,  Inc. 

3.  Cannon  Mills,  Inc. 

D.  Real-estate  companies: 

1.  Fishers  Island  Corporation. 

2.  455  Seventh  Avenue,  Inc. 

3.  Penidor  Corporation. 

4.  The  W.  &  E.  Realty  Co. 

5.  P.  M.  Morris  Real  Estate  Co. 

6.  City  Investing  Co. 

7.  270  Broadway  Corporation. 

8.  R.  E.  Bowling  Realty  Corporation. 

E.  Transportation  companies: 

1.  Railroad: 

(a)  St.  Louis,  Southwestern  Railway  Co. 

(b)  Southern  Pacific  Co. 

(c)  Texas  &  New  Orleans  Railroad  Co. 

(d)  Second  Avenue  Railroad  Corporation. 

2.  Steamship: 

(a)  J.  H.  Winchester  &  Co.,  Inc. 

F.  Miscellaneous  companies: 

1.  Ryerson  Steel  Corporation. 

2.  New  York  Historical  Society. 


Exhibit  No.  263 ' 

[From  files  of  New  York  Life  Insurance  Co.,  office  of  Charles  R.  Van  Anden,  Real  Estate  Department! 

New^  York  Life  Insurance  Co. 

October  11,  1.937. 
Memorandum  to  vice  President  Van  Schaick: 

The  oil  requirements  for  1  year  for  heating  our  properties  amounts  to  approxi- 
mately 2,449,800  gallons.  Of  this  amount,  Meenan  Oil  Co.  supply  1,275,000 
gallons.  Last  week  we  succeeded  in  giving  them  contracts  amounting  to  22,000 
gallons  additional. 

The  agents  have  already  contracted  with  other  companies  for  the  purchase  of 
927,000  gallons  of  oil  for  the  coming  year.  There  is  open  225,000  gallons  to  be 
contracted  for. 

The  managing  agent  of  the  property  where  200,000  gallons  is  to  he  purchased 
has  a  price  of  $0.0370  a  gallon,  good  until  January  1,  1938.  Their  top  price  is 
$0.0404.  Meenan  Oil  Co.'s  price  is  $0.0370,  good  until  January  1,  1938.  Their 
top  price  is  $0.04285.  We  can  contact  Meenan  and  see  if  they  will  meet  the  price 
of  $0.0404.  If  they  will,  we  can  direct  the  agent  to  give  this  additional  contract 
to  Meenan. 

This  leaves  25,000  gallons  for  the  54  Court  Street,  Brooklyn  property,  the  con- 
tract for  which  has  not  been  given  out.  I  gave  you  a  memorandum  this  morning 
in  connection  with  this  contract. 

At  the  present  time  we  are  using  500,000  gallons  of  oil  for  the  Hotel  Shelton. 
We  have,  at  present,  a  contract  at  3  cents  a  gallon  from  Petroleum  Heat  &  Power 
Co.  This  contract  expires  February  1,  1938.  Meenan  knows  of  this  situation 
and  expects  that  Knott  Management  Co.  will  give  them  the  contract  at  that 
time. 

As  I  advised  you,  Meenan  Coal  Co.  are  on  our  list.  If  a  managing  agent  should 
call  up  advising  us  he  cannot  buy  coal  at  the  price  we  have  set,  we  can  refer  them 
to  Meenan  Coal  Co. 

Charles  R.  Van  Anden. 


1  also  "Exhibit  No.  304",  iafra.  p.  1645,  with  reference  to  this  exhibit. 
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Exhibit  No.  264 
I  From  files  of  New  York  Life  Insurance  Co.] 

Meenan  Oil  Co.,  Inc., 

New  y^ork,  June  7,  1938. 
Mr.  Thomas  A.  Buckner, 

President,  New  York  Life  Insurance  Co,  New  York  City. 
Dear  Mr.  Buckner:  For  several  years  our  company  has  been  supplying  the 
fuel-oil  needs  of  some  of  the  largest  users  in  Greater  New  York,  Nassau  and 
Westchester  Counties,  as  well  as  several  thousand  home  owners. 

Our  vice  president,  Mr.  R.  G.  Phelps,  advises  me  that  most  fuel-oil  contracts 
-are  up  for  renewal  between  June  1  and  late  fall.  It  has  occurred  to  me  that  you 
may  own,  or  manage  buildings  using  fuel  oil.  I  am  taking  this  means  to  respect- 
fully request  that  you  give  our  company  an  opportunity  to  bid  on  your  fuel-oil 
requirements  when  you  are  in  the  market. 

Our  source  of  supply  comes  from  the  Standard  Oil  Co.  of  New  York,  one  of  the 
world's  largest  oil  companies.  We  are  thoroughly  equipped  to  render  prompt 
and  efficient  delivery  service  at  all  hours.  The  prices  on  all  grades  are  fair,  and 
the  quality  of  fuel  oil  will  be  to  your  satisfaction. 

When  you  are  in  the  market,  any  consideration  you  give  Mr.  Phelps  and  our 
-company  will  be  personally  appreciated. 
Sincerely  yours, 

Alfred  E.  Smith, 
Chairman  of  the  Board. 

Exhibit  No.  265 

[From  flies  of  New  York  Life  Insurance  Co.,  oflBce  of  the  president] 

Empire  State,  Inc., 

New  York,  May  U,  1935. 
Mr.  Alfred  L.  Aiken, 

New  York  Life  Insurance  Co.,  New  York  City. 
Dear  Mr.  Aiken:  If  you  can  help  the  Meenan  Oil  Co.  on  the  contract  for  oil 
in  the  Vanderbilt  Hotel,  I  will  appreciate  it. 
Best  wishes. 

Sincerely  yours, 

Alfred  E.  Smith. 


Exhibit  No.  266 
|[From  flies  of  New  York  Life  Insurance  Co.,  oflDce  of  Charles  B.  Van  Anden,  Real  Estate  Department! 

John  F.  James  &  Sons,  Inc., 

Brooklyn,  N.  Y.,  October  7,  1937. 
New  York  Life  Insurance  Co., 

Real  Estate  Department,  New  York  City. 
(Attention  of  Mr.  Cotter.) 
Gentlemen:  We  enclose  herewith  a  letter  from  Sunlight  Oil  Corporation,  a 
tenant  in  the  above  premises,  who  feels  that  they  should  receive  the  orders  for 
fuel,  and  have  admonished  us  for  advising  them  that  we  could  no  longer  give 
them  the  business. 

We  have  acted  under  your  verbal  instructions  to  purchase  all  fuel  oil  from 
Meenan  Oil  Co. 

Will  you  kindly  advise  if  you  wish  any  further  action  taken  with  reference  to 
Simlight  Oil  Corporation,  and  return  their  letter,  so  that  we  may  make  the 
necessary  reply? 

Yours  very  truly, 

John  F.  James  &  Sons,  Inc., 
M.  D.  Shulkin. 

Pencil  Notation:  10-8-37.  Advised  Mr.  Shulkin  to  continue  buying  from 
Sunlight  Oil  Co,     J.  F.  C. 
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Exhibit  No.  267 

[From  files  of  New  York  Life  Insurance  Co.,  office  of  Mr.  O.  S.  Van  Schaick,  vice  president] 

New  York,  Oct  ber  I4,  1957.   ' 
Mr.  Walton  P.  Kingsley,  Vice  President, 

New  York  Life  Insurance  Co.,  New  York  City. 
Dear  Mr.  Kingsley:   Confirming  our  telephone  conversation  of  yesterday, 
I  enclose  letter  which  Mr.  Culver,  President  of  the  America  Fore  Group,  received 
from  our  vice  president  in  Chicago,  Mr.  E.  A.  Henne. 

I  shall  appreciate  it  if  you  will  check  this  matter  up.     Anything  that  you  can 
do  to  protect  the  interests  of  our  good  companies  in  their  close  association  with  the 
New  York  Life  will  be  greatly  appreciated  by  me. 
With  all  good  wishes,  as  ever, 
Yours  sincerely, 

Ridley  Watts. 
P.  S. — Please  return  enclosure. 


[From  files  of  New  York  Life  Insurance  Co.,  office  of  Mr.  O.  S.  Van  Schaick,  vice  president] 

"America  Fore" 

The  Continental  Insurance  Co.  Fidelity-Phenii  Fire  Insurance  Co. 

Niagara  Fire  Insurance  Co.  American  Eagle  Fire  Insurance  Co. 

First  American  Fire  Insurance  Co.  Maryland  Insurance  Co.  of  Delaware 

Western  Departments, 
Chicago,  September  13,  1937. 
In  re:  New  York  Life  Insurance  Co.  Mortgage  Interest. 
Mr.  B.  M.  Culver, 

President,  New  Yotk  Office. 
Dear  Mr.  Culver:  Through  Mr.  Ridley  Watts,  we  have  on  several  occasions 
secured  favorable  entree  to  the  mortgage  business  of  the  New  York  Life  Insurance 
Co.  and  in  one  particular  instance  at  Memphis,  Tenn.  (the  D.  A.  Fisher  Agency, 
our  Continental  representatives)  we  are  securing  a  very  nic^  volume  of  business. 

One  of  our  Tennessee  special  agents  reports  to  us  that  while  visiting  the  Clai- 
borne^  Lathrop  &  Sample,  Inc.,  agency  in  Knoxville,  he  saw  a  letter  written  by 
Mr.  J.  V.  Timlin  of  Atlanta,  Ga.,  who  apparently  has  charge  of  New  York  Life 
interests  in  the  Southwest,  giving  instructions  that  the  Crum  &  Forster  organiza- 
tion should  be  favored  with  New  York  Life  business.  At  the  same  time,  it  is 
reported  to  us  that  our  Memphis,  Tenn.,  agent  has  received  no  such  instructions. 
Possibly  they  have  not  yet  reached  him.  But,  in  any  event,  we  are  sure  that  we 
can  count  on  Mr.  Watts'  cooperation  and  I  am  passing  the  information  on  to 
you  BO  that  if  there  is  such  a  movement  in  the  air,  if  at  all  possible  it  will  be 
stopped. 

Yours  very  truly, 

E.  A.  Henne,  Vice  President. 


Exhibit  No.  268 
[From  files  of  New  York  Life  Insurance  Co.,  oflSce  of  Mr.  Q.  S.  Van  Schaick,  vice  president] 

New  York  Life  Insurance  Co., 
New  York,  N.  Y.,  November  12,  1937. 
Mr.  Ridley  Watts, 

New  York,  N.  Y. 
Dear  Mr.  Watts:  I  am  sorry  that  there  has  been  such  a  delay  in  answering  the 
inquiry  contained  in  your  letter  of  October  14.     However,  as  you  can  understand, 
it  took  considerable  time  to  investigate  the  matter. 

As  you  know,  we  have  given  the  American  Fore  Companies  insurance  where  it 
was  possible  for  us  consistently  to  do  so,  and  we  have  not  said  in  Knoxville  that  we 
would  not  give  these  companies  business.  You  understand  that  it  has  never  been 
the  policy  of  this  company  to  favor  any  one  fire  insurance  company  or  group  of 
companies.  The  Crum  and  Forster  organization  has  rendered  excellent  service  in 
Knoxville  and  in  asking  for  some  of  our  fire-insurance  business  we  felt  it  only  fair 
that  they  also  be  given  some  of  the  business. 
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I  believe  at  one  time  directions  went  out  from  this  office  that  a  certain  group  of 
companies  in  a  certain  place  be  given  preference  in  the  matter  of  securing  fire 
insurance.  However,  the  resultant  complaints  from  that  departure  from  our 
regular  policy  were  such  that  we  had  to,  and  I  think  quite  properly,  withdraw  these 
instructions. 

As  a  matter  of  fact,  while  we  thoroughly  understand  your  position,  we  feel  that, 
in  general,  probably  the  best  way  to  handle  this  subject  is  to  let  our  local  repre- 
sentatives use  their  discretion.  '      _      - 

While  this  probably  is  not  a  very  satisfactory  letter  from  the  point  of  view  of 
Mr.  Henne,  at  the  same  time  I  cannot  see,  in  fairness  to  everyone  concerned,  that 
our  attitude  can  be  any  diflferent.     At  least  he  wiU  have  to  admit  that  we  are  doing 
our  utmost  to  give  everyone  an  even  break. 
Very  truly  yours, 

,  Vice  President. 

Pencil  Notation:  Mr.  Kingsley's  proposed  letter  not  sent. 


[From  files  of  New  York  Life  Insurance  Co.,  oflBce  of  Mr.  Q.  S.  Van  Schaick,  vice  president] 

New  York  Life  Insurance  Co., 
New  York,  N.  Y.,  November  16,  1937. 
Mr.  Ridley  Watts, 

New  York,  N.  Y. 
Dear  Mr.  Watts:  The  matter  referred  to  in  your  letter  of  October  14  has  been 
investigated.     The  change  of  fire  insurance  at  Knoxville  should  not  have  been 
made.     The  services  of  the  American  Fore  Companies  were  satisfactory  and  the 
policies  were  therefore  entitled  to  renewal. 

We  regret  what  happened  and  will  try  at  appropriate  opportunity  to  rectify 
what  was  done  by  giving  to  your  companies  an  equivalent  amount  of  insurance  in 
that  territory. 

"  Yours  very  truly, 


Pencil  Notation:    Not  sent.     This  was   told  substantially  as  above  to  Mr. 
Watts  at  Mr.  Kingsley's  office  Nov.  17,  1937.     GSVS. 


Exhibit  No.  269 

IFrom  files  of  New  York  Life  Insurance  Co.,  oflBce  of  Mr.  G.  S.  Van  Schaick,  rice  president] 

October  18,  1937. 
Memorandum  for  Vice  President  Van  Schaick. 

You  have  asked  my  opinion  as  to  whether  section  36  of  the  New  York  insurance 
law  would  prevent  this  company  from  purchasing  coal  from  a  corporation  in 
which  one  of  our  directors  is  a  principal  stockholder. 
The  pertinent  portion  of  this  section  reads: 

"Section  36.  Officers  and  directors  not  to  be  pecuniarily  interested  in  trans- 
actions.— No  director  or  officer  of  an  insurance  corporation  doing  business 
in  this  state  shall  receive  any  money  or  valuable  thing  for  negotiating,  pro- 
curing, recommending,  or  aiding  in,  any  purchase  by  or  sale  tb  such  corpora- 
tion of  any  property,  or  any  loan  jfrom  such  corporation,  nor  be  pecuniarly 
interested,  either  as  principal,  coprincipal,  agent  or  beneficiary,  in  any  such 
purchase,  sale  or  loan," 
Some  stress  was  laid  by  you  on  the  word  "property"  and  whether  coal  would  be 
considered  within  the  meaning  of  the  word  "property." 

I  cannot  see  that  the  word  "property"  has  any  peculiar  significance,  or  whether 
it  is  important  to  say  whether  coal  would  come  within  the  meaning  of  the  word 
"property." 

The  purpose  of  the  statute  is  clearly  one  to  prohibit  an  officer  or  director  from 
profiting  by  pecuniary  transactions  with  the  insurance  corporation  of  which  he 
is  an  officer  or  director. 
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The  attorney  general  of  this  State  covered  this  point  in  an  opinion  rendered 
December  5,  1907.  He  said  the  legisJature  in  the  statute  in  question  "expressly 
limited  the  prohibition  of  being  'pecuniarily  interested',  by  the  words  as  'principal, 
coprincipal,  agent  or  beneficiary.'  By  the  mere  fact  of  being  a  stockholder  or 
director  in  the  selling  or  borrowing  corporation,  one  may  be  'pecuniarily  inter- 
ested' but  he  is  not  by  that  fact  alone  'interested'  as  'principal,  co-principal, 
agent  or  beneficiary'  in  the  ordinary  aioce'ptation  of  the  words  used."  *  *  • 
the  legislature  may  have  considered  that  the  restrictions  upon  legitimate  business 
and  the  resulting  difficulty  in  securing  men  prominent  in  the  business  world  to 
accept  directorships  in  insurance  corporations  would  more  than  counterbalance 
the  benefit  to  be  derived  from  a  more  sweeping  prohibition  of  such  business 
relations." 

It  seems  to  me  that  the  statute  in  question,  as  it  applies  to  life  insurance  com- 
panies, is  a  mere  restatement  of  the  general  rule  of  law  applying  to  those  persons 
who  fill  fiduciary  positions — that  they  shall  not  use  them  for  their  own  benefit. 

Legally  this  company  may  purchase  supplies  from  another  corporation  in 
which  one  of  our  directors  is  a  stockholder,  but  every  precaution  should  be  taken 
to  see  that  the  proprieties  are  strictly  observed  by  competitive  bids  or  otherwise, 
and  that  nothing  shall  be  done  or  left  undone  to  indicate  or  suggest  that  the  cor- 
poration dealing  with  us  secured  any  undue  advantage  by  reason  of  the  oflScial 
relationship  with  this  company. 

BoTTOME,  General  Counsel. 


Exhibit  No.  270 

[From  files  of  Mutual  Life  Insurance  Co.  of  Now  York] 

Board  of  Trustees,  the  Mutual  Life  Insurance  Co.  of  New  York 

Name :  Date  of  rUction 

Henry  W.  Taft. July      17,  1906 

Emory  W.  Clark July     24,  1907 

Joseph  H.  Choate,  Jr May     25,1910 

James  C.  Colgate Jan.      25,  1911 

Paul  Tuckerman July     31,  1912 

Joseph  S.  Auerbach Apr.     26,  1916 

Grafton  D.  Cushing Nov.    29,  1916 

James  H.  Perkins Jan.      31,  1923 

Myron  C.  Taylor Nov.     26,  1924 

John  W.  Davis July     29,  1925 

William  Marshall  Bullitt Nov.    24,  1926 

Clarence  M.  Woolley Do. 

David  F.  Houston July     27,  1927 

Elihu  Root,  Jr Dec.     26,  1928 

Daniel  Willard June     26,  1929 

William  C.  Potter Apr.     30,  1930 

Frank  L.  Polk Oct.      29,  1930 

Lawrence  A.  Downs Dec.     31,  1930 

S.  Sloan  Colt June       4,  1931 

Charles  P.  Cooper Do. 

John  K.  Ottley .    .    ..  .  Do. 

Nathan  L.  Miller Aug.     26,  1931 

Henry  Lee  Shattuck i . Oct.      26,  1932 

Roland  S.  Morris June       5,  1933 

John  Sloane .  .  _  Do. 

William  D.  Mitchell Nov.    28,  1934 

Charles  E.  Dunlap June       3,  1935 

John  C.  Traphagen July     31,  1935 

Charles  E.  Adams Jan.      29,  1936 

Lewis  H.  Brown. .  May     27,  1936 

Robert  T.  Stevens ...        ....    Mav     27,1936 

Vanderbilt  Webb .- July     29,  1936 

Leon  Eraser July     28,  1937 

Robert  C.  Stanley Jan.      26,  r938 

Frederick  Trubee  Davison Oct.      26,  1938 

W.  Gibson  Carey,  Jr Nov.    30,  1938 
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Exhibit  No.  271 

1  Prepared  by  the  Securities  and  Exchange  Commission  Insurance  Study  Stafif] 

Schedule  of  Business  Affiliations  of  the  Trustees,  Mutual  Life  Insur- 
ance Co,  of  New  York 

I,  Affiliated  as  officer  only: 

A.  Industrial  companies: 

1.  The  Yale  &  Towne  Manufacturing  Co. 
1 1.  Affiliatea  as  director  only : 

A.  Banks  and  trust  companies: 

1.  New  York  Trust  Co.' 

2.  Bank  of  New  York.» 

3.  Fifth  Avenue  Bank  of  New  York. 

4.  United  States  Trust  of  New  York.' 

5.  Bowery  Sayings  Bank. 

6.  Chase  National  Bank. 

7.  Guaranty  Trust  Co.  of  New  York.' 

8.  Seamen's  Bank  for  Savings.' 

9.  Fiduciary  Trust  Co.  of  New  York.' 

10.  Bank  for  Savings  in  the  City  of  New  York. 

11.  Bankers  Trust  Co.' 

12.  Bankers  Safe  Deposit  Co. 

13.  National  Bank  of  Tuxedo. 

14.  Citizens  Union  National  Bank. 

15.  Fidelity  &  Columbia  Trust  Co. 

16.  Federal  Reserve  Bank  of  New  York.' 

17.  Irving  Trust  Co. 

18.  Continental  Illinois  National  Bank  &  Trust  Co. 

19.  First  National  Bank  of  New  York. 

20.  New  England  Trust  Co. 

21.  Provident  Loan  Society. 

22.  Nyack  National  Bank  &  Trust  Co. 

B.  Industrial  companies: 

1.  United  States  Steel  Corporation.' 

2.  Vanadium  Corporation  of  America. 

3.  National  Distillers  Products  Corporation. 

4.  Gorham,  Inc. 

5.  Alex  Smith  &  Sons  Carpet  Co. 

6.  Sloane-Blabon  Corporation. 

7.  The  American  Metal  Co.,  Ltd. 

8.  Amalgamated  Metal  Co.,  Ltd. 

9.  Henry  Gardner  &  Co.,  Ltd. 

10.  United  Chromium,  Inc. 

11.  Kildun  Mining  Corporation. 
.  12.  Babcock  &  Wilcox  Co. 

13.  General  Electric  Co.' 

14.  International  General  Electric  Co.' 

15.  The  Cuba  Co. 

16.  Campania  Cubana. 

17.  Howe  Sound  Co. 

18.  International  Products  Corporation. 

19.  Montana  Coal  &  Iron  Co. 

20.  Red  Hand  Compositions  Co.,  Inc. 

21.  Hecker  Products  Co. 

22.  Texas  Gulf  Sulphur  Co. 

23.  American  Radiator  &  Standard  Sanitary  Corporation. 

24.  Asbestos -Wood  Co. 

25.  Johns- Man ville  Boley,  Ltd. 

26.  Johns-Manville  of  Cuba. 

27.  Johns-Manville  Co.,  Ltd. 

28.  Johns-Manville  Credit  Corporation. 

29.  Wabash  Portland  Cement  Co. 

30.  American  Bank  Note  Co. 

31.  General  Foods  Corporation. 

32.  Aragon-Baldwin  Cotton  Mills. 


ludioates  that  more  than  one  director  of  The  Mutual  Life  Insurance  Co.  Is  affiliated. 
124491^3!)— pt.  4 27 
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II.  Aflaiiated  as  director  only — Continued. 

B.  Industrial  companies — Continued. 

33.  Dunean  Mills. 

34.  Industrial  Cotton  Mills  Co. 

35.  Lawrence  Manufacturing  Co. 

36.  Marion  Manufacturing  Co. 

37.  Stevens  Linen  Works. 

38.  Victor  Monaghan  Co. 

39.  Wallace  Manufacturing  Co^ 

40.  Watts  Mills. 

41.  The  Whitney  Chain  &  Manufacturing  Co. 

42.  American  Agriculture  Chemical  Co. 

43.  Fisk  Rubber  Corporation. 

44.  Johns- Man ville  International  Corporation. 

45.  Neveroil  Bearing  Co. 

46.  Anaconda  Copper  Mining  Co.' 

47.  Continental  Baking  Corporation. 

48.  Continental  Rubber  Co. 

49.  Continental  Rubber  Co.  of  New  York. 

50.  Intercontinental  Rubber  Co.  of  New  York 

51.  International  Agricultural  Corporation. 

52.  Rubber  Surfacers,  Inc. 

53.  Colgate-Palmolive-Peet  Co. 

54.  Hanson-Whitney  Machine  Co. 

55.  Carter  Fabrics  Corporation. 

C.  Insurance  companies: 

1.  Life: 

(a)  Teachers  Insurance  &  Annuity  Association. 

2.  Casualty  and  surety: 

(n)  Car  &  General  Insurance  Co. 

(6)  Eagle  Indemnity  Co. 

(c)  Globe  Indemnity  Co. 

(rf)  Royal  Indemnity  Co. 

(e)  Ameri(^an  &  Foreign  Insurance  Co. 

(/)  Hudson  Insurance  Co. 

3.  Fire  and  marine: 

(o)  Franklin  Fire  Insurance  Co. 

(5)  Atlantic  Mutual  Insurance  Co.' 

(c)  North  British  &  Mercantile  Insurance  Co. 

(d)  Northern  Insurance  Co.  of  New  York. 

(e)  Quaker  City  Fire  &  Marine  Insurance  Co. 
(/)  Provident  Fire  Insurance  Co. 
Ig)  Royal  Exchange  Assurance  Co. 
ih)  -      -  .  - 


(Ji)  State  Assurance  Co.,  Ltd. 
(t)  Thames  &  Mersey  Marine  Insurance  Co.,  Ltd. 
(J)  Federal  Union  Insurance  Co. 
(X)  Liverpool  &  London  Globe  Insurance  Co.,  Ltd. 
(l)   Newark  Fire  Insuranc'e  Co. 
(m)  Queen  Insurance  Co.  of  America, 
(n)   Star  Insurance  Co.  of  America, 
(o)   Seaboard  Insurance  Co. 
(p)   British  &  Foreign  Marine  Irisurance  Co. 
iq)   North  British  Mercantile  Insurance  Co. 
(r)    Mercantile  Insurance  Co. 
(si   Continental  Insurance  Co. 
(0   Bankers  &  Shippers  Insurance  Co. 
(«)  Jersey  Insurance  Co.  of  New  York, 
(w)  Sun  Insurance  Office,  Ltd. 
(w)   Eagle  Fire  Co. 

(x)  Norwich  Union  Fire  Insurance  Society,  Ltd. 
Mercantile  companies: 

1.  Berwind  Fuel  Co. 

2.  Staples  Coal  Co. 

3.  Atlantic  Coast  Fisheries  Co. 


I  Indicates  that  more  than  one  director  of  The  Mutual  Life  Insurance  Co.  is  aflSliated. 
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II.  Affiliated  as  director  only — Continued. 

E.  Publishing  companies:    1.  Buttons,  Inc. 

F.  Real  estate  companies : 

1.  Metropolitan  Opera  &  Real  Estate  Co. 

2.  535  Park  Avenue  Co. 

3.  Gauley  Coal  Land  Co. 

4.  4  East  72d  Street  Corporation. 

5.  Rockefeller  Center,  Inc. 

6.  Nightingale  School  Realty  Corporation. 

7.  Tuxedo  Park  Association,  Inc. 

8.  One  Hundred  and  Fifty  William  Street  Corporation. 

9.  Hotel  Waldorf-Astoria  Corporation. 

G.  Transportation  companies: 

1.  Railroad: 

a.  Atchison  Topeka  &  Santa  Fe  Railroad  Co.' 

b.  Cleveland,  Cincinnati,  Chicago  &  St.  Louis  Railway 

Co. 

c.  Michigan  Central  Railroad  Co. 

d.  New  Jersey  Junction  Railroad  Co. 

e.  New  Jersey  Central  Railroad  Co. 

f.  New  York  &  Harlem  Railroad  Co. 

g.  Pittsburgh  &  Lake  Erie  Railroad  Co. 
h.  Walkill  Valley  Railroad  Co. 

i.  West  Shore  Railroad  Co. 

j.  Boston  &  Albany  Railroad  Co. 

k.  Northern  Pacific  Railway  Co. 

1.  Canadian  Pacific  Railway  Co. 
m.  Consolidated  Railroads  of  Cuba, 

n.  Cuba  Railroad  Co. 

o.  Cuba  Northern  Railways  Co. 

p.  Southern  Railway  Co. 

q.  Delaware,  Lackawanna  &  Western  Railroad  Co. 

r.  Asbestos  &  Danville  Railway  Co. 

s.  Pacific  Southwestern  Railroad  Co. 

t.  Richmond,  Fredericksburg  &  Potomac  Railroad  Co. 

u.  Richmond — Washington  Co. 

V.   Washington  Terminal  Co. 

w.  Dayton  Union  Railway  Co. 

X.  Gulf,  Colorado  &  Santa  Fe  Railway  Co. 

y.  Santa  Fe  Pacific  Railroad  Co. 

X.  Union  Pacific  Railroad  Co. 
aa.  Oregon-Short  Line  Railroad  Co. 
bb.  Oregon- Washington  Railroad  &  Navigation  Co. 
CO.  Los  Angeles  &  Salt  Lake  Railroad  Co. 

2.  Steamship:  (a)  Atlantic,    Gulf   &    West   Indies   Steamship 

Lines. 

3.  Air  lines:  (a)   Pan-American  Airways  Corporation. 
H.  Utilities: 

1.  American  Telephone  &  Telegraph  Co.* 

2.  Tampa  Electric  Co. 

3.  International  Telephone  &  Telegraph  Corporation. 

4.  Southern  Bell  Telephone  &  Telegraph  Corporation. 

5.  Michigan  Bell  Telephone  Co, 

6.  New  York  Telephone  Co. 

7.  Bell  Telephone  Co.  of  Canada, 

8.  Consolidated  Edison  Co.  of  New  York, 
I.   Miscellaneous  companies: 

1.  Detroit  River  TunHel  Corporation. 

2.  Metropolitan  Opera  Association,  Inc. 

3.  The  Hollar  Co. 

4.  Company  of  Master  Craftsmen. 

5.  Commercial  Pacific  Cable  Co. 

6.  Dardelet  Threadlock  Corporation. 

7.  The  Fiduciary  Corporation. 

8.  New  York  World  Fair,  1939,  Inc.» 

9.  Discount  Corporation  of  New  York." 
10.  Salvage  Process  Corporation. 


Indicates  that  more  than  one  director  of  The  Mutual  Life  Insurance  Co.  is  affiliated. 
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II.  Affiliated  as  director  only — Continued. 

I.    Miscellaneous  companies — Continued. 

11.  Railway  Express  Agency,  Inc. 

12.  Railroad  Credit  Corporation. 

13.  Previews,  Inc. 

14.  State  Street  Investment  Corporation. 

15.  American  Securities  Investment  Corporation. 
III.   Affiliated  as  both  officer  and  director: 

A.  Banks  and  trust  companies: 

1.  First  National  Bank  of  New  York. 

2.  First  National  Bank  of  Atlanta. 

3.  Bankers  Trust  Co. 

4.  Guaranty  Trust  Co.  of  New  York. 

5.  National  City  Bank  of  New  York. 

6.  City  Bank  Farmers  Trust  Co. 

7.  International  Banking  Corporation. 

8.  Guaranty  Safe  Deposit  Co. 

B.  Industrial  companies: 

1.  Godfrey  L.  Cabot,  Inc. 

2.  Air  Reduction  Corporation. 

3.  United  States  Industrial  Alcohol  Co. 

4.  W.  &  J.  Sloane  Manufacturing  Co. 

5.  International  Nickel  Co.  of  Canada,  Ltd. 

6.  Berwind  White  Coal  Mining  Co. 

7.  Kentland  Coal  &  Coke  Co. 

8.  New  River  &  Pocahontas  Consolidated  Coal  Co. 

9.  The  Wilmore  Coal  Co. 

10.  Johns-Manville  Corporation. 

11.  Canadian  Johns-Manville  Co. 

12.  Celite  Products  Ltd. 

13.  Johns-Manville  Products. 

14.  Johns-Manville  Corporation  of  Massachusettfl. 

15.  Johns-Manville  Corporation  of  Virginia. 

16.  Johns-Manville  Sales  Corporation. 

17.  Forest  Preserves,  Inc. 

18.  National  Zinc  Co. 

19.  Fillmore  Farms,  Inc. 

20.  J.  P.  Stevens  &  Co.,  Inc. 

C.  Mercantile  companies: 

1.  W.  &  J.  Sloane  Co. 

2.  International  Minerals  &  Metals  Co. 

D.  Utilities:  1.  American  Telephone  &  Telegraph  Co.' 

E.  Real  estate  companies: 

1.  Estate  of  Bradish  Johnson. 

2.  Snake  River  Land  Co. 

3.  Hamilton  Homes  Association. 

4.  William  John  Corporation. 

5.  Gogebic  Land  Co. 

6.  Real  Estate  &  Improvement  Co.  . 

7.  Links  Holding  Corporation. 

8.  66  East  79th  Street  Corporation. 

F.  Transportation  companies: 

1.  Railroads: 

(a)   Baltimore  &  Ohio  R.  R.  Co. 

(6)  The  Alton  R.  R.  Co. 

ic)  Joliet  &  Chicago  R.  R.  Co. 

(d)  Kansas  City,  St.  Louis  &  Chicago  R.  R.  Co. 

(e)  Louisiana  &  Missouri  River  R.  R.  Co. 

(/)  Baltimore  &  Ohio  Chicago  Terminal  R.  R.  Co. 
ig)  Staten  Island  Rapid  Transit  R.  R.  Co. 
(h)  Staten  Island  Ry.  Co. 
(t)  Valley  R.  R.  Co. 
(j)  Tylerdale  Connecting  Railroad  Co. 
(It)  Reading  Co. 
(0  New  York  Transit  A  Terminal  Co. 

« Indicates  that  more  than  one  director  of  The  Mutual  Life  Insuraaca  Co.  is  afBliated. 
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III.  Affiliated  as  both  officer  and  director — Continued. 

F.  Transportation  companies — Continued. 

1.  Railroads — Continued. 

(m)  Illinois  Central  System, 
(n)   Central  of  Georgia  Ry.  Co. 
(o)  Paducah  &  Illinois  Ry.  Co. 

2.  Steamship:  (a)  Ocean  Steamship  Co.  of  Savannah. 

G.  Miscellaneous: 

1.  Mississippi  River  Bridge  Co. 

2.  Alton  Grain  Elevator  Co. 


Exhibit  No.  272 
[From  files  of  Mutual  Lite  Insurance  Co.  of  New  York,  office  of  the  president] 

The  First  National  Bank  of  Atlanta 

Atlanta,  Ga.  September  7,  19S8. 
Mr.  D.  F.  Houston,  President, 

The  Mutual  Life  Insurance  Company  of  New  York, 

34  Nassau  Street,  New  York,  N.  Y. 
Dear  Mr.  Houston:  In  reference  to  my  conversation  with  you  concerning  an 
increased  relationship  between  my  bank  and  the  Mutual  Life,  I  take  the  liberty 
to  enclose  a  copy  of  my  letter  of  this  date  to  Mr.  Turner. 

I  am  very  grateful  for  your  interest  in  this  matter,  and  hope  to  hear  favorably 
in  this  regard  in  due  course. 
Cordially, 

John  K.  Ottlet,  President. 


[From  files  of  Mutual  Life  Insurance  Co.  of  New  York,  oflSce  of  the  president] 

The  First  National  Bank  of  Atlanta 

Atlanta,  Georgia.  September  7,  1933. 
Mr.  G.  C.  Turner,  Treasurer, 

The  Mutual  Life  Insurance  Company  of  New  York, 

34  Nassau  Street,  New  York,  N.  Y. 

My  Dear  Mr.  Turner:  I  have  your  favor  of  August  31st  which  I  duly 
appreciate. 

In  my  conversation  with  President  Houston,  I  stated  to  him  that  the  present 
business  of  the  Mutual  Life  with  this  bank  is  satisfactory  and  is  duly  appreciated. 
However,  I  advised  him  that  my  desire  to  have  the  relationship  broadened  and 
increased  is  based  on  three  propositions.  First,  that  as  I  make  my  living  as 
president  of  the  First  National,  my  first  interest  is  to  build  up  its  biisiness. 
Second,  that  as  a  trustee  of  the  Mutual  Life — which  is  an  honor  I  appreciate — I 
want  the  full  interest  of  my  bank — with  its  important  sectional  contacts — in  the 
company's  Southeastern  activities.  This,  I  am  sure  you  will  agree,  I  can  properly 
expect  only  as  the  size  and  value  of  the  Mutual  Life's  business  with  us  is  at  least 
on  equal  footing  with  other  accounts  with  us  of  similar  companies.  Third,  that  I 
believe  these  purposes  can  be  accomplished  without  costing  our  company  any- 
thing. 

Formerly,  it  is  tru-e  that  it  was  necessary  for  life  insurance  companies,  as  well 
as  others  doing  business  over  the  nation,  to  maintain  their  main  bank  accounts 
in  New  York.  However,  the  establishing  of  the  Federal  Reserve  System— in 
which  President  Houston  had  a  leading  part  and  one  of  the  objectives  of  which 
was  to  make  each  section  of  the  country  self-supporting  financially— has  provided 
the  avenue  and  the  opportunity  for  companies  like  ours  to  maintain  a  larger  por- 
tion of  their  balances  in  the  various  sections  of  the  country  from  which  their 
business  is  drawn. 

While  my  principal  interest  right  at  this  time  is  in  connection  with  this  territory, 
I  am  willing  to  recommend  your  consideration  of  spreading  your  funds  around  in 
financial  centers  over  the  whole  country  as  a  means  of  rendering  prompter  service 
to  Mutual  Life  policyholders  and  clients  and  as  good  business  from  a  sales  policy 
point  of  view.  In  this  connection,  it  is  my  recollection  that  President  Houston 
reported  at  the  last  board  meeting  that  the  largest  increase  in  our  company's 
business  this  year  has  been  from  the  South  and  the  West.  In  view  of  this,  I 
believe  that  these  territories  are  at  this  time  entitled  to  any  consideration  which 
you  can  shaW  them,  particularly  as,  since  interest  on  demand  deposits  is  now 
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prohibited,  balances  maintained  for  payment  of  claims,  etc.,  is  worth  as  much  to 
you  in  Atlanta  as  it  is  in  New  York. 

From  your  standpoint,  as  treasurer,  through  the  wire  transfer  facilities  of  the 
Federal  Reserve  Bank,  transfers  of  funds  to  New  York  can  be  completed  in  a  very 
short  time.  In  our  own  case,  in  addition,  the  Guaranty  Trust  Company — which 
I  believe  is  one  of  your  principal  depositories — is,  also,  our  principal  New  York 
correspondent,  and  transfer  of  funds  to  them  by  wire  can  be  handled  very  quickly 
and  conveniently.  On  either  basis  I  would  say  that  funds  accumulated  in  Atlanta 
are  not  over  one  hour  from  usability  in  New  York. 

At  the  present  time,  in  addition  to  your  agency  account  here  you  are  following 
the  practice  of  concentrating  with  us  funds  arising  in  your  agencies  in  states  of 
North  Carolina,  South  Carolina,  Georgia,  Florida,  Alabama,  and  Tennessee.  It 
is  my  understanding  that  the  funds  are  used  for  the  payment  of  death  claims 
arising  in  the  same  states,  the  remainder  of  the  funds  being  transferred  at  inter- 
vals to  New  York.  With  the  purpose  of  providing  convenient  means  of  broad- 
ening our  service  to  you,  I  might  point  out  that  principal  banks*  in  leading  points 
of  Mississippi,  Louisiana,  Kentucky,  and  Virginia  maintain  Atlanta  accounts  and 
can,  therefore,  remit  to  us  in  usable  form,  wliich  can  usua^lly  reach  us  overnight 
by  ordinary  mail  and  certainly  by  Air  Mail. 

An  additional  use  to  which  the  account  might  be  put  is  in  the  matter  of  remit- 
tances to  points  in  this  territory  on  real  estate  loans  which,  as  I  understand  it, 
are  now  being  made  from  New  York.  This  arrangement  would,  at  the  same  time, 
enable  you  to  render  better  service  to  your  loan  clients  in  this  territory,  Atlanta 
exchange  being  in  demand  throughout  the  Southeast. 

It  will  be  a  pleasure  to  handle  the  increased  funds  for  you  on  a  special  time 
deposit  basis.  Our  rate^  are  ^^  of  1%  on  sixty-day  time  accounts,  and  >4  of  1% 
on  ninety-day  time  accounts.  I  believe  that  you  wiU  find  these  in  line,  and  while 
all  such  contracts  must  be  for  a  definite  maturity  date,  renewals  can  be  acceptably 
handled  from  time  to  time. 

You  will  understand  that  in  going  into  this  great  detail  I  have  tried  to  point 
out  practical  arrangements  wherby  my  desire  as  President  of  this  bank  and  as 
Trustee  of  the  Mutual  Life  could  be  accomplished  with  advantage  to  each  and 
disadvantage  to  no  one.  Anything  you  can  do  for  me  in  the  matter  will  be 
greatly  appreciated. 

With  kind  regards,  I  am 
Sincerely  yours, 

,  President. 


[From  flies  of  Mutual  LifeJInsurance  Co.  of  New  York,  oflSce  of  the  President! 

ThExFirst  National  Bank  of  Atlanta 

Adania,  Ga.  September  16,  1933. 
Mr.  David  F.  Houston,  President, 

The  Mutual  Life  Insurance  Company  of  New  York, 

S4  Nassau  Street,  New  York,  N.  Y. 
My  Dear  Mr.  Houston:  Today  I  had  the  great  pleasure  of  receiving  from 
Mr.  Turner  a  check  for  $500,000  for  the  establishing  with  us  of  a  special  ninety- 
day  time  deposit  account. 

I  have  written  him  direct  how  much  I  appreciate  this  further  substantial  evi- 
dence of  friendship,  as  well  as  the  recognition  on  his  part  of  the  ability  of  my  bank 
to  serve  our  company  in  a  more  important  way. 

At  the  same  time,  I  desire  to  add  a  word  to  you  to  express  my  deep  appreciation 
for  your  very  kind  interest  in  bringing  about  this  closer  and  more  important 
relationship.  I  am  grateful  for  the  special  consideration  shown,  and  am  very 
proud  to  have  tlie  closer  tie-in  between  the  bank  and  the  insurance  company  in 
which  I  have  very  great  interest. 

I  am  confident,  at  the  same  time,  that  this  arrangement,  giving,  as  it  does,  a 
closer  tie-in  with  a  section  of  the  country  from  which  an  important  proportion  of 
your  business  is  drawn,  will  not  be  without  definite  advantage  from  your  stand- 
point, and  I  am  sure  that  you  will  not  hesitate  to  continue  to  command  our  serv- 
ices in  the  South. 

Sincerely  yours, 

John  K.  Ottlet,  President. 
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Exhibit  No.  273 

[From  files  of  Mutual  Life  Insurance  Co.  of  New  York,  treasurer's  department] 

First  National  Bank, 
Atlanta,  Georgia.,  August  29,  19S5. 
Mr.  George  C.  Turner,  Treasurer, 

The  Mutual  Life  Insurance  Company  of  New  York, 

34  Nassau  Street,  New  York,  N.  Y. 
Dear  Mr.  Turner:  It  was  my  intention  to  visit  you  before  the  last  meeting 
of  the  Board  of  Trustees  of  the  Mutual  Life  Insurance  Company,  as  I  very  much 
desired  the  opportunity  of  discussing  with  you  and  Mr.  Houston  using  our  bank 
to  a  larger  extent  for  deposit  of  non-interest  bearing  funds. 

I  have  just  written  Mr.  Timpson  we  would  be  glad  to  renew  the  Special  Time 
Deposit  we  have  from  your  good  company  in  the  amount  of  $500,000  at  a  rate 
of  one-half  of  1  percent  (H%)  for  a  further  period  of  ninety  days,  and  as  I  was 
precluded  from  attending  the  last  meeting  I  want  to  take  this  opportunity  of 
asking  your  consideration  of  an  increase  in  your  commercial  account  upon  which 
we  pay  no  interest  so  we  may  through  that  means  lower  the  average  cost. 

I  believe  that  you  are  already  familiar,  with  the  circumstances  which  make  it 
so  difficult  for  banks  to  pay  interest  on  deposits  at  this  time.  For  that  reason  I 
shall  not  undertake  to  enumerate  all  of  the  details  but  I  would  be  particularly 
grateful  if  you  could  see  your  way  clear  to  accede  to  my  request  with  the  assur- 
ance on  my  part  that  we  will  at  all  times  give  you  the  very  best  we  have  in  the 
shop  and,  as  time  and  conditions  change,  proper  adjustments  can  be  made. 

As  stated  before,  I  hoped  to  have  the  pleasure  of  discussing  this  situation  with 
you  and  Mr.  Houston  in  person  but  as  there  may  be  some  further  delay  in  the 
chances  to  do  this,  I  am  taking  the  liberty  of  asking  your  most  careful  considera- 
tion through  this  communication. 

With  kindest  personal  regards  and  best  wishes  to  you  and  your  associates,  I  am, 
Cordially  yours, 

John  K.  Ottlet,  President. 


Exhibit  No.  274 
[From  files  of  Mutual  Life  Insurance  Co.  of  New  York,  treasurer's  department] 

September  10,  1935. 
Mr.  John  K.  Ottley,  President 

First  National  Bank, 

Atlanta,  Ga. 
Dear  Mr.  Ottley:  I  have  your  letter  of  August  29th  and  appreciate  the  diffi- 
culty sound  banks  have  at  the  present  time  to  invest  their  funds  and  secure  an 
adequate  return  after  covering  the  expenses  of  Federal  insurance  and  overhead. 
As  I  stated  some  time  agO:  it  has  been  a  long-established  rule  of  the  Company  to 
concentrate  its  funds  in  New  York  to  make  them  available  for  prompt  investment. 
Of  course,  conditions  today  are  different  and  we  have  more  cash  than  we  need  or 
desire,  but  we  can  only  hope  that  this  situation  will  change  some  day  and  when 
!*■  does,  of  course,  bank  earnings  will  probabiy  also  improve. 

I  am  enclosing  check  for  Two  hundred  and  fifty  thousand  dollars  ($250,000)  to 
be  credited  to  the  Company's  Special  Account  with  your  bank.  This  will  increase 
the  balance  to  well  over  $300,000.  Of  course,  if  times  change  and  we  should  have 
an  opportunity  to  invest  our  funds  more  closely  than  at  present  it  may  be  neces- 
sary to  draw  down  the  balance  for  this  purpose. 
With  kindest  regards,  I  am, 
Yours  very  truly, 

G.  C.  Turner,  Treasurer. 
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Exhibit  No.  275 

[From  Cl?5  of  Mutual  Life  Insurance  Co.  of  New  York,  treasurer's  department) 

Chicago,  Sevtember  ISth,  1933. 
David  F.  Houston,  Esq.,  President 

The  Mutual  Life  Insurance  Co.  of  N.  Y., 

34  Nassau  Street,  New  York,  N.  Y. 
My  Dear  Mr.  HotrsTON:  The  Mutual  Life  Insurance  Company  has  about  five 
accounts  with  the  Continental  Illinois  National  Bank  &  Trust  Company  of  Chicago, 
with  balances  averaging  about  $200,000,  and  one  of  which  is  termed  the  "Home 
Office  Account"  amounting  to  $44,000.00.  The  others  are  "Agency  Accounts." 
These  accounts  are  very  much  appreciated,  but  in  view  of  the  very  large  balances 
which  I  notice  you  carry  in  various  New  York  banks,  I  am  wondering  if  you  would 
not  be  disposed  to  carry  a  larger  amount  of  the  Home  Office  Account  with  the 
Continental  Illinois  National  Bank  &  Trust  Co.  of  Chicago. 

The  bank  has  private  wire  connections  with  New  York  and  can  make  immediate 
transfer  of  funds  when  necessary,  so  that  your  money  would  be  just  as  available 
to  you  in  Chicago  as  it  is  in  New  York.  If  you  can  see  your  way  clear  to  increase 
your  account  with  the  Continental  Illinois  National  Bank  &  Trust  Co.  I  would 
appreciate  it  very  much  indeed. 

I  hope  that  you  are  enjoying  the  best  of  health  and  with  kindest  regards,  I  am, 
Most  sincerely  yours, 

Stanley  Field. 


[From  flies  of  Mutual  Life  Insurance  Co.  of  New  York,  treasurer's  department] 

September  20,  1933. 
Mr.  Stanley  Field,  Chairman  of  the  Board, 

Continental  Illinois  National  Bank  &  Trust  Co., 

Chicago,  III. 
Dear  Sir:  President  Houston  has  referred  your  letter  of  September  13th  tome 
for  attention  and  reply. 

It  is  true  that  at  the  present  time  the  company  has  rather  large  balances  in 
New  York  banks.  This,  however,  is  only  a  temporary  condition  as  it  has  always 
been  our  practice  to  invest  our  surplus  funds  promptly  and  thus  keep  our  cash 
balances  at  a  minimum.     We  have  been  able  to  do  this  because,  except  for  a  short 

Eeriod  recently,  our  cash  income  has  always  been  in  excess  of  our  outgo.  This 
as  been  true  practically  since  the  inception  of  the  company  in  1843.  We  are 
apparently  again  reaching  this  state  of  well  being  due  to  the  decrease  in  the  amount 
paid  out  for  policy  loans.  I  trust,  therefore,  our  cash  balances  will  soon  be  re- 
'^uced  by  investment.  This  is  especially  desirable  now  that  interest  is  no  longer 
payable  on  demand  deposits. 

I  am  aware  of  the  importance  of  your  bank  in  the  territory  it  serves  and  desire 
to  keep  an  adequate  balance  at  all  times.  Nevertheless,  when  it  is  considered  that 
the  Company  has  around  one  hundred  accounts  throughout  the  country,  you  will 
realize  that  a  few  thousand  dollars  added  to  each  account  in  the  total  would 
amount  to  a  very  large  sum,  which  would  not  be  available  for  investment.  For 
this  reason  we  endeavor  to  keep  our  agency  bank  balances  as  low  as  we  possibly 
can,  after  allowing  for  a  reasonable  profit  to  our  bankers  for  carrying  our  accounts. 
I  am  arranging  to  increase  the  balance  in  our  Home  Office  account  with  your 
bank.  If  you  will  kindly  have  an  analysis  of  our  other  accounts  made  and  it  is 
found  that  the  balances  maintained  are  inadequate  I  shall  be  glad  to  raise  them 
to  the  necessary  levels. 
Yours  very  truly, 

,  Treanurer. 
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[From  files  of  Mutual  Life  Insurance  Co.  of  New  York,  treasurer's  department] 

Field  Muse  dm  of  Natural  History, 

Chicago,  September  22nd,  19S3. 
George  C.  Turner,  Esq.,  Treasurer, 

Mutual  Life  Insurance  Co.  of  N.  Y., 

34  Nassau  Street,  New  York,  N.  Y. 
Dear  Mr.  Turner:  I  thank  you  for  your  letter  of  September  20th  being  an 
answer  to  a  letter  which  I  wrote  President  Houston  with  reference  to  the  deposits 
of  the  Mutual  Life  Insurance   Company   of   New   York   with   the   Continental 
Illinois  National  Bank  and  Trust  Company. 

I  am  advised  that  the  Agency  Accounts  are  maintained  on  a  satisfactory  and 
profitable  basis  and  that  what  the  bank  was  anxious  to  obtain  was  a  larger  deposit 
of  the  Home  Office  Account.  They  were  very  grateful,  therefore,  when  I  reported 
to  them  this  morning  the  contents  of  your  letter  and  I  wish  to  express  my  per- 
sonal appreciation  of  the  action  which  j'ou  are  taking  to  increase  this  deposit 
with  the  Continental  Illinois  National  Bank  and  Trust  Company. 
With  very  kindest  regards,  I  am 
Most  sincerely  yourS; 

Stanley  Field. 


Exhibit  No.  276 

[From  files  of  Mutual  Life  Insurance  Co.  of  Kew  York,  ofBce  of  the  president) 

Bankers  Trust  Company, 
New  York  City,  December  16,  1932. 
Mr.  David  F.  Houston,  President, 

The  Mutual  Life  Insurance  Company  of  N'ew  Yo7-k, 

34  Nassau  Street,  New  York  City. 
Dear  Mr.  Houston:  I  want  to  drop  you  this  line  to  repeat  the  expression  of 
appreciation  which  I  made  at  the  Finance  Committee  meeting  in  connection  with 
the  opening  of  the  account  of  The  Mutual  Life  Insurance  Company,  with  Bankers 
Trust  Company.     I  personally  am  delighted  to  feel  that  we  are  to  have  the  respon- 
sibility of  safeguarding  some  of  your  funds  and  all  of  us  here  are  very  pleased  at 
the  thought  of  a  closer  association  between  us.     I  am  sure  you  know  that  I  will 
do  anything  I  can  to  make  this  association  agreeable  and  profitable. 
With  best  wishes,  I  am 
Sincerely  yours, 

S.  Sloan  Colt. 


1576 


CONCENTRATION  OF  ECONOMIC  POWER 


-a 

o 

y. 

St. 

■< 

k; 

^•s 

< 

g  3 

M 

"  C 

y. 

C'' 

< 

^(v.- 

PQ 

H 

n.'-* 

N 

W 

S 

o 

-?? 

w 

o  r*  lO  r^  eo  CO  o;  (O  o  o 

CO  MCOOJOtDOCO  O  O 

oc  ooooc^coioad  C)  o 

lO  Ci  00  CC  <rC  QC  CO  O  O  O 

>o  <Dr-cs»rtcoo;  o  O 

^  •^'eo  lo  00  co'g5't--r  CO  »rr 

»o  f— CO  r^  !C  c^  5i  Oi  o  oo 

<cco"<D           o*  "O"  r-T 

to  CI  c*3 1^  OS  CO  r»  lo  o  o 

•>r  <o  o  c- — •  a>  oi  «o  o  o 

rH  «:)  ^  oi  c»  <D  c^  ^  c  o 

ai  «  lo  o  t~  — ' --•  o  o  o 

oT  i^'occj-r-Tiraco"  o"  -ra 

^  »0  "  Oi  t^  Oi  .-•  00  o  »o 
-HCC.OC5M            oiooo 


CS     O-H  c 


J§S  s 


lO     OOC*  OCiO 


gg"  g 


(O     rt*  CD  00  OS  00  O  oo  O 

t^    cocoo)rtc3tco  o 

»o    corCcDTj«»o<o»o  o 

c5     IoC03>0--0  —  00  O 

-^*  co'o"o'-i'-a<'r-."o  o 


:  =^  £J  S 


o  o 

o  o 

o  o 

§  s 

I  § 


03  o  3  3  o  >,P 


o  .ts  o  c3  « .ts  (u  .ti  D  S  a  .o' 


!->f  coo>oac  S   o 


o    Sof  oot~  0-fl<  «g 
-J        tC^'iCco'cf     oTcJ 


<o    ^  t^  a:  o  CO  oos  CO  o   o 
o   <ft  o  r- -vo"  o  CO  o>  o   o 


ro'co'cf     co"m    cf 


s 

SSJ:: 

PKS 

§?§ 

5 

i 

sis 

f,m 

Ill 

1 

§ 

2il 

um 

"So 

i 

r-i 

c^-oo" 

^  tD"^" 

S" 

": 

CO  oo --' 30  o  CO  o  oo  O  O  O  <J> 

CD  00  C^'  -r?^  — ■  CC'  O  V  t-^  O  1-*  l>^ 

00  -^  Tp  Tf  cc  00  o  00  »r^  O  C^  C^ 

c-1  cj  c  CO -"S- r- o  i^  CO  o  00  oo 

!g  S2:5^"'c5  8S'i(§  S  ff 

oo  ^ai^<M  — o      »c  o  o  cs 

o'cni-TiourT      co"»o  -.jT  .-T 


I  C^  CO  o  o  COCl     1     o 
i  o  r-oo  too     "    o 


lOtor-ciOQOiO 


ss^ 


(M  CS—l  r-.rt 


3 


;°.2 


'  =3  ^  p  —  '■-  c3  a 


a  >, 


o§g.2£^S&^ 


(x.f^OK'Af^O-^ 


CONCENTRATION  OF  ECONOMIC  POWER 


1577 


:l^ 

^    S 

i 

:!: 

i^ 

i  !:i?  i  i 

1 

•"     1   !•"   1  I 

1 

14.1.1     1 

1 

1  Ml  i  1 

•§    1  ;•§  ;  i 

«X« 

:J:»:s^;:^^^« 

:^:2?  :st 

s"  i  ii  i  j 

a^£ 

ta. 

,:saA:5:::^a3^:s;:s;  :^ 

P    i  ie:  i  ! 

E-^^ 

H 

^e   -i.jlh__ 

i<  rii           -H 



;    ;  :  ;  ;2 

I-     ;  ; 

^    i  i^  ;::s? 

i 

if  H 

j^     i  i 

i 

1    1  ;l- 

ii 

:s 

il^J:^  i 

:.i5 

;    i  i^  :    i 
:?:  ;  ;4^  ;  ^ 

ii 

Nji    1 

1^ 

«\   1 

-w    1  ;I^  I  t: 

I'S 

*J    1 

«o 

1   i  ;'§  i  1 

i 

^ 

•4 

1  '^c4 

1  : 

s 

■S     1   l-o   :  •§ 

y 

J 

il% 

4^   4 

:e5 

e    ;  ;2  ;  B 

V         l-H 

■^    ;  \~"4  i 

g 

:j::5J 

i    ^ 

^ 

i 

s 

CH<N 

i    s 

■a     ;   J-c^  -S 

3 

i 

II 

S 

i 

i    i  lie  E 

C<     CN 

'^ 

"-"" 

w  — 

'-' 

:^  i  ;J:ss^ 

y 

1 

**   '  •'".t^  « 

1 

■<«< 

a)    d  6  o  Oj    «j 

S 

.'  o 

s 

2 

I  gl 

•o  ■oxj-c-a  •« 

•e 

a   jiBla 

_ 

' 

!l  1'  ^ 

^ 

V^  \  :P?^ 

n 

« 

« 

c^ 

y  ;  :  :  :  ij  : 

l| 

X  i 

oxj'O'O'a-o'on 

iJ    1 

a 

§ 

;| 

li 

■"" 

1  "V 

•§  : 

^B^t  '    ^ 

'    B^ 

« 

^ 

SEZI  '    3 

El 

^~— 

o 

•o 

-O       -O       -O       T 

TJ-a'? 

1 

il 

la 

1  i 

INN 

■'  c 

'  -9 

6    1111 

;c 

1     1  s 

o  1  ;  1  : 

;       i     o 

1   ;  8 

a 

ef= 

j 

;      1    u 

i    s  1  t 

ill 

2 

0  £ 

^1°^ 
"o^-^ 

i 

1 

i    1    S     1 

,dll 

12^ 

5"  1  «  c^ 

•3P=| 

o 

1  «   g  t 

?     •30« 

•«m.Eom^.3P3 

f2l 

a 

i  ^ 

1 1 

3      ,^       >       2 

5   ill 

-      £.2.2 

§.^^ 

1  .^  g  ? 

=      S|« 

fa 

fc-C 

;    m 

;z;   fa 

c    c 

;    fa^a 

li 

P' 

OWfaCfa;-:: 

1 

•3     .2 


8    S    -s 
2  ^     S 


C'E3  • 

5  o ; 


CO  o  ; 


i  ^-^i 
I  IP 

•g  »^« 

o    "^    >~  as 


fa-T;  I 


1578  CONCENTRATION  OF  ECONOMIC  POWER 

Exhibit  No.  278 

(From  flies  of  Mutual  Life  Insurance  Co.  of  New  York,  office  of  the  president) 

October  19,  1931. 
Hon.  David  F.  Houston, 

Mutual  Life  Insurance  Co.,  32  Liberty  St.,  New  York.,  N.  Y. 

My  Dear  Mr.  President:  You  were  good  enough  at  my  suggestion  to  instruct 
the  Treasurer  of  the  Mutual  Life  to  send  some  iausiness  to  my  brother-in-law, 
Howard  E.  Mitchell,  of  Abbott,  Hoppin  &  Company,  and  I  understand  that  he 
has  always  attended  to  his  commissions  satisfactorily. 

At  present  he  is  not  having  an  easy  time  in  bringing  sufficient  business  to  that 
brokerage  house  to  justify  his  continuance  and  this  is  a  matter  of  great  concern 
to  me.  If  he  can  just  round  this  bad  corner  until  times  improve,  he  will  have 
plenty  of  business  for  he  is  a  man  of  great  energy  and  resourcefulness.  Therefore, 
if  at  this  time  you  could  have  our  treasurer  drift  a  little  business  toward  Mitchell, 
it  would  come  as  a  very  timely  aid  to  him. 

Of  course,  he  can  buy  and  sell  bonds  on  the  stock  exchange,  as  well  as  stocks, 
and  I  do  hope  that  you  can  give  him  some  encouragement  at  a  time  when  he  very 
sorely  needs  it.     I  will  regard  it  as  a  favor  done  to  me. 
Sincerely  yours, 

James  M.  Beck. 

Pencil  notation: 

Ans.  5/23/3. 

A.  L.  A. 


The  Mutual  Life  Insurance,  Co.  op  New  York,  Treasurer's  Department 

Memo  of  the  amounts  involved  in  the  acquisition  and  disposition  of  securities  to 
Abbott,  Hoppin  &  Co.  for  years  1924-38,  inclusive 


Year 

Acquired 

Disposed  of 

Year 

Acquired 

Disposed  o( 

1924     . 

1932 

$10. 675 

1825 

1933... 

1626 

1934 

1627.   . 

1935 

1028 

1936 

1929 

1937 

1930     . 

1838 

1831 

$97, 090 

$308,  271.  45 

February  14,  1939. 


G.  C.  Finney,  Treasurer. 


Exhibit  No.  279 

[From  files  of  New  York  Life  Insurance  Company) 

New  York,  May  1,  1933. 
Mr.  Alfred  L.  Aiken, 

Vice  President,  New  York  Life  Insurance  Co., City. 

Dear  Mr.  Aiken:  I  have  tried  two  or  three  times  to  connect  with  you  by 
telephone,  but  always  when  you  were  in  executive  committee  meetings.  I 
wanted  primarily  to  inquire  as  to  a  rumor  that  you  were  considering  the  employ- 
ment of  George  Henry  Payne  as  a  public  relations  intermediary.  I  learned  on 
Thursday  from  T.  A.  that  the  suggestion  was  made  by  Mr.  Straus  (this  I  knew) 
and  that  before  it  reaches  a  serious  state  I  will  have  an  opportunity  to  be  heard. 

Now,  however,  another  matter  arises.  Due.  largely  to  the  connection  of  the 
McCall  family  with  the  National  Surety  Co.,  the  surety  and  fidelity  items  of  the 
miscellaneous  lines  of  insurance  of  the  New  York  Life  were  turned  over  to  the 
National.  I  assume  that  the  business  of  that  company  will  be  liquidated.  In 
that  case,  I  hope  it  will  be  agreeable  to  you  to  have  your  fidelity  and  surety  placed 
with  us. 
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As  to  our  financial  position  I  may  say  that  we  were  the  one  company  in  a  total 
of  103  in  business  in  the  country  which  made  a  gain  in  1932  in  volume,  in  under- 
writing profit  and  in  assets. 
Sincerely  yours, 

Charles  D.  Hilles 

Exhibit  No.  280 

[From  files  of  New  York  Life  Insurance  Co.,  office  of  the  presidentl 

Mat  10,  1933. 

Charles  D.  Hilles,  Esq., 

New  York,  N.  Y. 
Dear  Mr.  Hilles:  I  find  that  later  in  the  month  we  have  maturing  a  liability 
policy  covering  the  Bridgway  Hotel  in  Springfield,  Mass.  This  is  now  in  the 
National  Surety  Co.  and  I  shall  have  the  new  insurance  written  with  the  Em- 
ployers' and  from  time  to  time,  as  policies  expire,  we  shall  be  glad  to  place  addi- 
tional business  through  your  office.  At  your  convenience,  will  you  be  good 
enough  to  send  me  the  last  annual  statement  of  your  company  that  we  may  have 
it  in  our  files. 

Thanking  you  for  your  attention,  I  am. 
Yours  very  truly, 

,  Vice  Pretidtnt. 


Exhibit  No.  281 
IFrom  files  of  New  York  Life  Insurance  Co.,  real  estate  department] 

The  Employers'  Liability  Assurance  Corporation,  Ltd., 

New  York,  August  2,  19S8. 
Mr.  Charles  R.  Van  Anden, 

New  York  Life  Insurance  Co., 

New  York,  N.  Y. 
My  Dear  Sir:  I  have  your  letter  in  reference  to  the  steam-boiler  insurance. 
I  know  that  it  is  your  intention  to  have  the  company  adequately  protected  with 
respect  to  boilers  and  that  you  have  been  advising  us  of  the  addition  to  your 
holdings  of  any  high-pressure  boilers.  What  we  had  in  mind  more  particularly 
was  the  fact  that  low-pressure  boilers  are  not  insured.  I  gather  from  your  letter 
that  that  is  the  policy  of  the  company,  although  we  have  some  of  your  low-pressure 
boilers  insured  with  us. 

Recently  there  has  been  passed  in  Pennsylvania  and  Massachusetts  laws  that 
affect  boilers  and  pressure  vessels.  The  law  in  Pennsylvania  has  brought  under 
the  State's  jurisdiction  certain  low-pressure  boilers  and  unfired-pressure  vessels. 
The  new  law  in  Massachusetts  has  brought  under  the  jurisdiction  of  the  State 
air  tanks. 

I  think  it  is  very  advisable  to  have  periodic  inspections  made,  and  I  believe 
the  best  part  of  the  steam-boiler  insurance  is  that  as  the  result  of  inspection  a 
stitch  in  time  may  be  taken. 

If  you  think  it  would  be  wise  to  have  your  list  of  low-pressure  boilers  and  unfired- 
pressure  vessels  examined  by  a  competent  man  who  has  knowledge  of  the  States 
in  which  there  are  special  laws  on  the  subject,  we  will  be  very  glad  to  supply  the 
services  of  such  a  man. 
Very  truly  yours, 

Charles  D.  Hilles. 

Resident  Manager 
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Exhibit  No.  282 

[From  filei  of  Mr.  Charles  D.  Hilles,  director,  New  York  Life  Insurance  Co. 

The  Employers'  Fire  Insurance  Co. 
boston,  mass. 

August  31,  1938. 


(Personal.) 


To  Charles  D.  HiUes,  Esq.,  New  York,  N.  Y. 
From  President. 

Dear  Mr.  Hilles:  In  the  past  you  have  on  a  number  of  occasions  attempted 
to  prevail  upon  the  New  York  Life  Insurance  Co.  to  use  the  facilities  of  our  fire 
company.  They  have,  I  believe,  ta];en  the  position  they  cannot  influence  their 
property  managers,  who  in  many  instances  are  insurance  agents,  to  place  with  any 
one  particular  company  the  fire  insurance  on  buildings  in  which  they  are  interested 
as  mortgagee. 

While  I  quite  appreciate  their  position,  I  have  recently  learned  from  Mr. 
Bertrand  .J.  Perry,  president  of  the  Massachusetts  Mutual  Life  Insurance  Co., 
of  Springfield,  Mass.,  that  they  and  many  other  life  companies  have  decided  to 
use  but  one  fire  company  to  give  them  the  necessary  coverage. 

Mr.  Perry  points  out,  by  using  this  method,  they  not  only  secure  the  advan- 
tages of  the  engineering  organization  which  such  companies  maintain  but  also  a 
closer  type  of  coordination.  You  wiU  observe  he  indicates  a  number  of  other 
companies  have  adopted  a  similar  policy.  I  understand  this  applies  only  to  prop- 
erties in  which  they  are  interested  as  owners,  having  acquired  those  properties 
through  foreclosure  or  otherwise. 

Possibly,  the  New  York  Life  Insurance  Co.  has  considered  a  similar  plan.  At 
any  rate,  I  am  wondering  if  you  would  be  so  good  as  to  find  out  what  they  do  and, 
more  particularly,  whether  or  not  you  could  in  some  fashion  or  other  influence 
them  to  use  the  Employers'  Fire  Insurance  Co.  as  the  company  to  handle  their 
fire  insurance  on  those  properties  they  own.  Such  an  arrangement,  obviously, 
would  help  the  fire  company  a  great  deal. 

Yours  for  the  profitable  premiums, 

Edw.  C.  Stone. 


Exhibit  No.  283 

[From  flies  of  Mr.  Charles  D.  Hilles,  director  New  York  Life  Insurance  Co.) 

September  14,  1938. 
Edward  C.  Stone,  Esq., 
Boston,  Mass. 

Dear  Mr.  StoneI  I  have  had  an  opportunity  to  talk  to  the  appropriate  official 
of  the  New  York  Life  Insurance  Co.  in  reference  to  the  company's  policy  in  placing 
of  fire  insurance  on  properties  acquired  by  purchase  or  foreclosure.  There  haa 
been  no  change  in  the  attitude  of  the  company.  Repeatedly,  efforts  have  been 
made  to  induce  the  officials  to  consolidate  the  fire  risk  and  place  it  with  one  fire- 
insurance  carrier.  It  has  been  pointed  out  that  a  preferential  rate  might  result 
and  there  would  be  added  advantage  from  the  available  inspection  and  engineering 
services. 

The  New  York  Life  Insurance  Co.  has  taken  the  position  that  its  representatives 
in  the  field  should  have  a  relatively  free  hand  in  placing  fire  insurance,  except  that 
such  representatives  must  advise  the  home  office  in  advance  of  renewals  or  replace- 
ments and  have  the  approval  of  the  home  office  as  to  the  fire  companies  that  are  to 
participate  in  the  business.  Approval  is  not  withheld  if  a  fire-insurance  company 
is  a  reputable  one  of  good  standing.  The  company  does  not  dictate  to  its  agents 
in  the  field  nor  does  it  issue  an  approved  list  of  fire  companies.  The  advantages 
of  this  system,  which  in  the  opinion  of  the  officers  outweigh  the  disadvantages,  are 
the  broad  diversification,  so  that  hundreds  of  millions  of  dollars  worth  of  eggs  are 
not  being  put  into  one  basket,  and  the  friendships  which  flow  from  an  open  door 
to  the  large  number  of  insurance  companies  and  members  of  their  staffs. 
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The  Legislature  of  New  York  at  its  last  session,  after  10  years  of  consideration 
of  the  matter,  passed  a  law  under  which  life-insurance  companies  may  not  dictate 
to  borrowers  as  to  their  fire-insurance  brokers  or  carriers.  They  may  decline 
certain  fire  policies  for  cause,  but  not  otherwise.  This  problem  is  not  exactly  on 
all  fours  with  the  problem  of  placing  insurance  on  foreclosed  risks,  but  it  illustrates 
A  trend,  and  indicates  a  public  pohcy. 

Sincerely  yours,  . 

Exhibit  No.  284 
[From  files  of  New  York  Life  Insurance  Co  ,  chairman's  office] 

November  9,  1933. 
Memorandum  to  Vice-President  Aiken: 

Please  refer  to  the  attached  extract  from  minutes  of  the  executive  committee 
meeting  of  November  30,  1932,  with  reference  to  the  bonding  of  residential  loan 
correspondents  in  cases  of  individuals,  partnerships,  or  small  corporations. 

Up  to  August  31  of  this  year,  the  coverage  referred  to  was  placed  with  the 
National  Surety  Co.  (later  the  National  Surety  Corporation).  However,  we  were 
directed,  after  a  conference  of  some  of  our  executives,  to  place  the  coverage  with 
the  Employers'  Liability  Assurance  Corporation  from  August  31,  1933.  The 
Employers'  Liability  Corporation  has  furnished  us  with  the  same  type  of  bond  as 
we  formerly  had,  and  the  premium— $5  per  $1,000 — for  this  bond  is  the  same  as 
it  was  in  the  case  of  the  National  Surety  Co. 

Thirty-eight  correspondents,  including  4  farm  loan  representatives  are  covered 
for  a  total  of  $673,000.  The  annual  premium  for  this  Coverage  is  $3,365  and  this 
premium  for  the  year  ending  August  31,  1934,  was  paid  to  the  Employers'  Lia- 
bility Assurance  Corporation,  on  October  2,  1933.  In  addition  to  the  blanket 
bond,  we  have  12  other  bonds  furnished  by  certain  correspondents  who  pay  the 
premiums.  The  bonds  are  with  various  bonding  companies.  The  forms  of  these 
bonds  are  the  same,  generally  speaking,  as  the  form  in  the  blanket  bond.  Heath 
Moore  &  Co.  has  furnished  us  with  a  separate  bond  for  $25,000  for  which  he  pays  a 
premium  of  $125  a  year. 

All  of  the  bonds  referred  to  above  protect  this  company  against  losses  caused  by 
acts  of  ofiicers  and/or  employees  of  correspondents. 

W.  T.  Hadlbt. 


Exhibit  No.  285 

[From  flies  of  New  York  Life  Insurance  Co.] 

Dayton,  Ohio,  February  6,  1936. 
We  acknowledge  receipt  of  yours  of  February  3  and  the  letter  addressed  to 
you  by  Sidney  Eisenberger,  receiver  in  the  foreclosure  action  of  the  above  prop- 
erty, and  have  noted  what  he  has  to  say  with  regard  to  the  several  companies 
whose  premiums  he  quotes. 

We  find  that  the  Buckeye  Union  Casualty  Co.  and  the  Shelby  Mutual  Co. 
are  rather  small  concerns,  and  that  the  Employers'  Liability  and  General  Accident 
Companies  are  the  larger  companies  with  whom  we  ordinarily  would  be  willing 
to  do  business. 

Our  recommendation  is  that  the  Employers'  Liability  Assurance  Corporation 
be  used  for  two  reasons.  First  of  all,  the  fact  that  our  own  blanket  liability  policy 
is  carried  in  that  company,  and  second,  it  is  the  writer's  understanding  that  the 
General  Accident  Insurance  Co.  take  a  very  independent  attitude  in  the  handling 
of  their  business.,in  New  York.  We  have  had  very  little  insurance  with  them 
ourselves  and  cannot  say  just  how  they  would  react  to  any  business  we  might 
be  connected  with. 

The  writer  knows  that  several  of  our  oflScers  would  prefer  that  the  Employers' 
Liability  Assurance  Corporation  be  used  for  thiis  coverage  if  possible. 
Very  truly  yours, 

Claude  W.  Shimmon, 
Superintendent  of  Real  Estate. 
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Exhibit  No.  286 

[From  files  of  Prudential  Insurance  Co.  of  America] 
(Memorandum  for  Mr.  Mathers) 

Premiums  paid  {less  returns  account  of  cancelations,  reductions,  etc.)  to  insurance 
companies  listed 

UNITED  STATES  GUARANTEE  CO. 


Year 

Home  office 
properties 

Foreclosed 
properties 

Total 

1932                               . .... . 

None 

$3, 562.  69 

180. 44 

42.41 

6, 064. 86 

690.92 

1,  408. 42 

None 
$16. 373. 10 
24,  829.  23 
36, 918. 83 
34, 294.  50 
15, 984.  50 
19,082.36 

None 

$19. 935.  79 

25,009.67 

J  Q35                               

36, 961. 24 

jg35                                        ..     ,. 

40. 359.  36 

16.675.42 

1838 

20,490.78 

Total                        - 

11,949.74 

147, 482.  52 

159, 432.  26 

FEDERAL  INSURANCE  CO. 


Year 

Home  office 
properties 

Participation 

in  foreclosed 

property 

insurance 

Total 

1935                                        

None 

$510.  95 

40.13 

1,430.80 

None 

None 

None 

$91,488.43 

None 

193g                                                      .  

$510. 95 

40.13 

1938 - 

92, 919.  23 

1,981.88 

91, 488. 43 

93,470.31 

AMERICAN  INSURANCE  CO. 

Year 

Home  office 
properties 

Foreclosed 
properties 

Amount  re- 
tained 

Total 

$1,  280.  26 

990. 00 

1,310.90 

1,  256.  50 

652. 31 

728.50 

568.98 

594.  73 

2. 002. 80 

None 
84, 370.  31 
142.954.18 
600.  533.  24 
889,  295. 13 
833, 023.  81 
818, 181.  40 
646, 390.  73 
606,  544.  47 

None 
84,  370.  31 
142,954.18 
207,  725.  63 
148,215.85 
138,  837.  29 
136,  363.  58 
107,  731. 79 
103.006.20 

$1,  280.  26 

1931                          

85,  360.  31 

1932                                        

144^15.08 

1933                                                     -        .... 

208.982.13 

148, 768. 16 

1935                                   

139,  565. 79 

1936                                                 

136, 932.  56 

108. 326. 62 

105, 008. 92 

Total                             -               

9,285.08 

4, 621,  293.  27 

1, 069,  204. 65 

1,078,480.73 

Febrtjart  10,  1939. 


J.  M.  Lynch,  Assistant  Supervisor. 
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Exhibit  No.  288 

(Transcript  of  Wiscousin  State  law  re  procodnre  to  be  followed  in  contested  elections  of  directors  or  trustees 
in  mutual  life  insurance  companies] 

206.04.  Mutuals,  elections,  electors,  eligibility,  vacancies,  proxies. —  (1)  At  every 
general  election  of  directors  or  trustees  in  any  domestic  mutual  life  insurance 
company,  every  policyholder  whose  insurance  shall  have  been  in  force  one  year, 
shall  be  entitled  to  one  vote  for  each  director  or  trustee  to  be  elected,  and  in  case 
of  a  contested  election,  but  not  otherwise,  may  cast  all  such  votes  for  one  candi- 
date or  distribute  them  among  the  number  as  he  may  elect.  But  if  a  policy  shall 
have  been  assigned  more  than  six  months  prior  to  the  election  by  an  assignment 
absolute  on  its  face  to  an  assignee  other  than  the  insurer,  the  assignee  shall  be 
deemed  to  be  a  policyholder  entitled  to  vote  as  aforesaid;  provided,  his  signature, 
either  attested  by  the  assignor  or  duly  acknowledged,  shall  have  been  filed  at  the 
home  office  of  the  company.  Any^policyholder  entitled  to  vote  at  any  election 
shall  be  qualified  to  fill  any  office  to  be  voted  for  at  any  such  election.  General 
elections  shall  be  held  at  intervals  of  not  more  than  two  years.  At  each  such 
election  not  less  than*  one-fourth  of  the  directors  or  trustees  provided  for  in  the 
charter  or  articles  shall  be  elected.  No  appointment  or  selection  of  a  director  or 
trustee  to  fill  a  vacancy  other  than  when  made  by  general  election  shall  extend 
beyond  the  next  general  election. 

(2)  All  elections  shall  be  held  at  the  home  office,  and  the  polls  shall  be  open 
from  ten  o'clock  in  the  forenoon  until  four  o'clock  in  the  afternoon,  after  which 
time  no  ballot  shall  be  received.  Policyholders  may  vote  in  person  or  may  trans- 
mit their  ballots  to  the  company  by  messenger  or  by  mail,  but  no  voting  proxy 
shall  be  allowed  at  any  election  or  upon  any  question.  Notice  of  such  election 
shall  be  published  once  in  each  week  for  four  successive  weeks  immediately  pre- 
ceding the  date  fixed  therefor  in  at  least  two  newspapers  of  general  circulation 
in  this  state,  one  published  at  the  city  of  Madison,  and  one  at  the  place  where  the 
home  office  of  the  company  is  located. 

206.0,5.  Mutuals,  nominating,  directors,  penalties. — (1)  Not  more  than  ninety 
nor  less  than  sixty  days  prior  to  any  general  election  by  any  mutual  company, 
the  directors  or  trustees  shall  appoint  three  voters,  who  are  not  directors  or 
trustees,  as  inspectors  of  election,  who  sha.'l  be  paid  by  the  company,  and  such 
directors  or  trustees  shall  suggest  a  candidate  for  every  office  to  be  filled  at  the 
ensuing  election,  and  shall  file  with  the  commissioner  a  certificate  thereof,  giving 
the  names,  occupations,  and  addresses  of  such  inspectors  and  nominees. 

(2)  Any  officer,  director,  trustee,  agent,  or  employee  of  such  company,  who 
shall  directly  or  indirectly  nominate  or  assist  or  encourage  the  nomination  of  any 
candidate  for  the  office  of  director  or  trustee  other  than  those  on  the  administra- 
tion ticket,  or  who  shall  use  or  expend  any  of  the  property  or  funds  of  the  com- 
pany in  promoting  the  election  of  any  person,  except  as  authorized  in  this  section, 
shall  be  guilty  of  a  misdemeanor. 

(3)  One  hundred  or  more  voters,  of  such  company  may  suggest  candidates  for 
the  offices  to  be  filled,  by  filing  with  the  commissioner  and  with  the  secretary  of 
the  company,  not  more  than  ninety  nor  less  than  sixty  days  prior  to  such  election, 
a  certificate  signed  and  acknowledged  by  them,  giving  the  names,  occupations, 
and  addresses  of  their  candidates,  together  with  a  statement  signed  by  said 
candidates  that  they  will  accept  office  if  elected. 

(4)  In  case  of  the  death  or  resignation  or  incapacity  of  any  candidate,  a  ma- 
jority of  the  board  of  directors,  or  trustees,  or  a  majority  of  the  persons  suggest- 
ing the  name  of  such  nominee  may  suggest  a  candidate  in  his  place,  by  filing 
prior  to  the  day  set  for  the  election  a  certificate  like  that  required  for  the  original 
nomination.  If  such  certificate  be  filed  more  than  fifty  days  prior  to  the  election, 
the  name  of  such  substituted  candidate  shall  be  on  the  ballot. 

(5)  On  each  certificate  of  nomination  there  shall  be  placed  after  the  name  of 

each  candidate  the  words  "for  a  full  term"  or  "for  unexpired  term  of 

years,  or "  (naming  the  director  or  trustee  to  fill  whose  unexpired 

term  such  person  is  nominated). 

206.06.  Mutuoh,  validity  of  rates. —  (1)  No  vote  shall  be  counted  if  cast  for  any 
person  other  than  one  who  was  nominated  as  provided  in  section  206.05. 

(2)  All  votes  shall  be  by  ballot  and  no  ballot  shall  be  counted  unless  signed  by 
a  policyholder  qualified  to  vote  and  sealed  in  an  envelope  addressed  to  the  com- 
pany, marked  "Ballot  for  Directors  (or  Trustees),"  and  having  no  other  mark 
thereon,  Opposite  the  name  of  each  candidate  on  the  ballot  shall  be  stated  the 
term  for  which  such  candidate  has  been  nominated. 
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(3)"  Any  question  submitted  to  the  policyholders  shall  be  voted  upon  at  the 
general  election,  and  a  separate  ballot  shall  be  furnished  the  policyholders  by 
mail  or  otherwise,  with  the  ballots  containing  the  names  of  candidates  for  directors 
or  trustees.  Such  separate  ballot  shall  state  the  question  concisely  and  contain 
space  for  voting,  thus: 

For     [     ]  Against     [     ] 

(4)  Ballots  and  envelopes  for  inclosing  the  same  shall  be  supplied  by  the  com- 
pany and  furnished  to  any  policyholder  applying  therefor  by  mail  or  otherwise. 
Voted  ballots  may  be  sent  to  the  company  at  its  home  office  by  messenger  or  by 
mail  or  may  be  delivered  to  the  inspectors  personally  at  any  time  before  the  clos- 
ing of  the  polls,  and  shall  be  canvassed  and  preserved  and  the  result  certified 
and  reported  by  the  inspectors  in  the  same  manner  as  votes  for  directors  or  trustees 

206.07.  Miduals,  elections,  ticket,  instructions,  voting. — (1)  In  case  no  nomina- 
tion other  than  by  the  directors  or  trustees  shall  have  been  made,  the  baUot  for 
directors  or  trustees  may  be  in  such  form  as  the  directors  or  trustees  or  a  com- 
mittee thereof  shall  prescribe,  and  shall  be  ready  for  delivery  to  policyholders 
not  less  than  ten  days  prior  to  the  election. 

(2)  In  case  any  independent  nomination  shall  have  been  made  the  company 
shall,  not  less  than  fifteen  nor  more  than  fifty  days  prior  to  the  election,  mail  in 
a  sealed  envelope,  to  each  policyholder  entitled  to  vote  at  his  last  known  post- 
office  address,  a  return  envelope  addressed  to  the  home  office  and  marked  "Ballot 
for  Directors  (or  Trustees),"  together  with  a  ballot  which  shall  be  substantially 
in  the  following  form: 

BALLOT  FOR  ELECTION  OF  DIRECTORS  (OR  TRUSTEES) 

For  (name  of  company  home  office,  post-office  address). 

To  succeed  the  directors  or  trustees  whose  terms  expire  as  follows: 


INSTRUCTIONS  TO  POLICYHOLDERS 

The  policyholder  is  entitled  irrespective  of  the  number  of  policies  and  amount 
of  insurance  held  by  him  to  one  vote  for  each  of  the  directors  or  trustees  to  be 
elected,  and  where  there  is  a  contest  may  cast  all  such  votes  for  one  candidate  or 
distribute  them  among  the  candidates  as  he  may  elect.  Votes  shall  be  indicated 
by  a  numeral  placed  after  the  name  of  the  person  voted  for,  thus  "John  Doe, 
farmer,  Madison,  Wisconsin,  for  a  full  term  (1)."  No  fractional  vote  shall  be 
recognized.     On  any  ballot  recording  a  greater  number  of  votes  than  authorized 

only  the  first votes  will  be  counted.     The  ballot  shall  specify  the  number 

of  a  policy  held  by  the  voter,  shall  be  signed  by  him,  and  his  signature  attested 
by  a  subscribing  witness,  and  shall  be  inclosed  in  a  sealed  envelope  marked  on 
the  address  side,  "Ballots  for  Directors  (or  Trustees),"  addressed  to  said  com- 
pany at  its  hom"fe  office  without  any  mark  or  designation  to  indicate  the  identity 

of  the  voter,  and  delivered  before  four  P.  M. ,  19 ,  at  the 

home  office  of  the  company  by  mail  or  messenger  or  in  person. 


Directors'  nominations 

Vote 
here 

Independent  nominations 

Vote 
here 

John  Doe,  farmer,  Madison,  Wis.,  for  a 

fu'l  term. 
William  Smith,  merchant,  Chicago,  111., 

for  unexpired  term  of  ...^..  years. 

Richard  Doe,  banker,  Milwaukee,  Wis., 

for  a  full  term. 
John  Doe,  lawyer,  New  York,  N.   Y., 

for  unexpired  term  of years  of.. 

Attested. 


P.  O.  Address. 


Signed  by 

P.  O.  Address. 
Policy  No 
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(3)  If  any  question  is  to  be  submitted  to  the  policyholders  at  such  election  a 
ballot  for  voting  thereon  shall  also  be  inclosed,  but  no  other  paper  or  matter  shall 
be  inclosed.  Specimen  ballots  arrd  envelopes  shall  be  filed  with  the  commissioner 
before  being  used. 

206.08.  Mutuals,  elections,  canvass,  preservation  of  ballots,  penalties. —  (1)  AU 
ballot  envelopes  received  at  the  home  office  before  the  polls  are  closed  and  marked 
substantially  as  "Ballot  for  Directors  (or  Trustees)"  shall  be  delivered  to  the 
Inspectors  of  election  and  the  ballots  therein  canvassed. 

(2)  Any  person  concealing  or  withholding,  or  participating  in  the  concealment 
or  withholding  from  the  inspectors,  or  opening  or  being  privy  to  the  opening  of 
any  such  envelope  containing  such  ballot,  except  as  authorized  by  law,  shall  be 
guilty  of  a  misdemeanor. 

(3)  AU  ballots  voted  shall  be  received  by  the  inspectors  subject  to  verification 
and  ascertainment  of  the  validity  thereof,  and  of  the  qualification  of  the  voters, 
and  immediately  upon  the  closing  of  the  polls  the  inspectors  shall  proceed  to 
canvass  the  votes.  The  canvass  shall  proceed  from  day  to  day  until  completed. 
Any  nominee  may  be  present  during  the  casting  and  canvass  of  the  votes.  All 
ballots  and  envelopes  received  by  said  inspectors  shall  immediately  upon  com- 
pletion of  the  canvass  be  placed  in  sealed  packages  and  preserved  by  them  for 
four  months  from  the  date  of  the  election. 

(4)  The  person  receiving  the  highest  number  of  votes  for  a  full  term  shall  be 
elected  for  a  full  term,  and  the  person  receiving  the  highest  number  of  votes  for 
each  unexpired  term  shall  be  elected  for  such  unexpired  term.  In  case  two  or 
more  persons  shall  receive  the  same  number  of  votes,  for  the  same  office,  the 
inspectors  shall  decide  the  election  by  lot. 

206.09.  Mutuals,  election  reported  to  secretary  and  commissioner. — The  inspectors 
shall  at  the  conclusion  of  the  canvass  sign  and  file  with  the  secretary  of  the  com- 
pany and  the  commissioner  certificates  of  the  result  of  the  election,  stating  the 
names  of  all  persons  for  whom  votes  have  been  cast  for  a  full  term  and  the  number 
cast  for  each,  and  also  the  names  of  the  persons  for  whom  votes  have  been  cast 
for  each  unexpired  term  and  the  number  of  votes  cast  for  each  such  person;  and 
their  decision  in  case  of  a  tie  vote. 

206.11.  Mailing  ballot  not  to  validate  policy. — Mailing  a  ballot  to  any  person 
shall  not  be  construed  as  an  admission  of  the  validity  of  any  policy,  or  that  such 
person  was  a  policyholder;  and  no  such  mailing  shall  be  competent  evidence  in 
any  action  or  proceeding  in  which  the  question  of  the  validity  of  any  policy  or  of 
any  claim  under  it  is  involved. 

206.12.  Mutuals,  quarterly  meetings;  forfeit  for  absence. — The  trustees  or  direc- 
tors of  every  domestic  mutual  life  insurance  company  shall  hold  regular  meetings 
ft  least  once  each  quarter  upon  such  dates  as  shall  be  designated  in  its  charter  or 
nrticles  or  by-laws.  Any  trustee  or  director  who  shall  be  absent  from  three 
consecutive  meetings  shall  forfeit  his  office  and  shall  be  ineligible  to  ofl^ce  for  six 
months. 

206.13.  Participating  policies. — (1)  No  mutual  life  insurance  company  and  no 
stock  life  insurance  company  'issuing  any  participating  policies,  shall  issue  any 
participating  policies  in  this  state  which  do  not,  by  tfieir  terms,  give  to  the  holders 
thereof  full  right  to  participate  annually  in  the  surplus  accumulations  from  the 
participating  business  of  such  company,  as  provided  by  law  of  this  state. 
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Exhibit  No.  289 

[Prepared  by  the  Northwestern  Mutual  Life  Insurance  Co.] 

February  10,  1939. 
Company's  average  daily  bank  balances,  by  years 


1933 

1934 

1935 

1936 

1937 

1038 

First    Wisconsin    National 
Bank,  Milwaukee 

$1,956,000 
1,  235, 000 
1,  687, 000 

880, 000 

1,337,000 

1,  109, 000 

600,  000 

$1, 532, 000 
I,  548, 000 
1,  523, 000 

1,  4.74, 000 

1, 446, 000 

1,350,000 

500,000 
100, 000 

$1,  752, 000 
1, 708, 000 
2, 026, 000 

1,  635, 000 

1,  633, 000 

1,484,000 

500, 000 
100, 000 

$2,061,000 
2, 061, 000 
2,095,000 

1,936,000 

1,  847,  000 

1,  800, 000 

$1,595,000 
1,561,000 
1,631,000 

1. 323, 000 

1,437,000 

1,  473,  000 

$1, 736, 000 

Marino    National    Exchange 

1. 718, 000 

The   Chase  National   Bank, 
New  York 

1,  734, 000 

Bankers    Trust     Co.,     New 
York  (account  opened  Aug. 
7,  1033) 

1,  572, 000 

First  National  Bank  of  Chi- 
cago (account  opened  Mar. 
13,  1933) 

Northern  Trust  Co.,  Chicago 
(account    opened    Oct.    6, 
1933) 

1,  560, 000 
t,  557, 000 

First    Wisconsin    National 
Bank,   Milwaukee,   second 
ward  office  (account  closed 
May  25,  1935) 

Marshall  &  llsloy  Bank  (ac- 

100, 000 

100,  000 

100,000 
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1929 

1930 

1031 

1932 

1933 

1934 

1935 

1936 

1937 

1038 

Bundy,    Beach    & 
Holland 

$135.85 

$427. 08 

$600.  34 

$704.  67 

$745.28 

1,613.60 

315.  25 
1,  444. 84 

$52.  76 

6,  440.  26 

3.25 
3,  359. 00 

$463. 91 

2, 169.  25 

215.  60 
4,  304. 97 

$1, 023.  69 

17,  652.  59 

1, 059.  70 
1,748.65 

$143.  25 

26,  542.  76 

""97i."96 
275. 00 

$109.  85 

Oarrield,    Cross, 
Daoust,  Baldwin 

2,  05?.  24 

Napel,  Kirby,  Or- 
rick  &  Shepley... 

Olin  &  Butler 

Lines,   Spooner  & 
Quarles 

150.  00 
161.  10 

509.35 
1,079.  .33 

250. 00 
2,  161.  20 

3, 101.  30 
1,  605. 90 

i,' 550.  44 
160.00 

1592 
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Exhibit  No.  292 
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Eighty-First  Annual  Report  of  the  Executive  Committee  of  the  Board  op 

TRtfSTEES     OF    the     NORTHWESTERN     MuTUAL     LiFE     INSURANCE     COMPANY 

Milwaukee,  Wisconsin,  January  24,  1939. 
To  the  Trustees  and  Policyholders  of  The   Northwestern  Mutual  Life  Insurance 
Company: 

The  Executive  Committee  of  the  Board  of  Trustees  submits  herewith  a  con- 
densed financial  statement  showing  the  condition  of  the  Company  as  of  December 
31,  1938.  Also  included  herein  is  the  customary  report  made  each  year  by  an 
Examining  Committee  of  Policyholders  covering  its  study  of  the  policy,  practice, 
and  methods  of  the  management  as  well  as  the  results  obtained  and  the  present 
condition  of  the  Company.  That  Committee  emploj-ed  the  nationally  known 
audit  firm  of  Peat,  Marwick,  Mitchell  &  Company  to  assist  it  in  the  investigation 
and  study.  The  report  of  the  auditors  to  the  Policyholders  Committee  is  also 
included. 

Although  the  American  public  through  its  purchases  and  use  of  life  insurance 
gives  daily  evidence  of  its  confidence  in  the  institution  and  the  contribution  it 
makes  to  American  welfare,  we  are  not  unmindful  that  during  a  period  when  there 
is  emphasis  upon  a  review  and  appraisal  of  our  economic  structure,  questions  are 
presented  or  come  to  the  minds  of  pohcyholders  as  to  their  insurance.  Some 
correspondence  we  have  received  and  articles  in  publications  reveal  the  principal 
fields  of  these  questions.  It  will  be  one  of  the  purposes  of  this  report  to  present 
the  salient  facts  relative  to  some  of  the  questions. 

SOURCES  OF  FUNDS  FOR  SURPLUS  AND  DIVIDENDS 

The  three  major  sources  of  funds  from  which  surplus  is  accumulated  and 
dividends  are  paid  are:  (1)  Savings  from  the  funds  collected  to  cover  the  expenses 
of  operation;  (2)  Savings  that  result  from  the  actual  mortality  among  pohcy- 
holders being  less  than  the  estimated  or  expected  mortahty  assumed  in  the  com- 
putation of  the  premium;  and  (3)  The  excess  of  the  net  interest  earned  on  invested 
funds  over  the  interest  required  under  the  policies  to  be  added  annually  to  the 
reserves.  A  brief  statement  on  each  of  these  items  may  be  informative  and 
interesting. 

Expense  Saving 

In  each  premium  there  is  a  provision  to  cover  the  expenses  necessarily  incurred 
in  the  operation*of  the  Company.  Economical  and  efficient  management,  in 
the  absence  of  unforeseen  major  contingencies,  will  not  use  all  of  this  fund.  The 
unused  portion  then  becomes  available  for  additions  to  surplus  or  distribution  as 
dividends  The  management  has  been  and  is  expense  conscious.  The  controll- 
able expenses  have  been  held  down  and  the  savings  from  this  item  have  been 
remarkably  uniform.  In  the  absence  of  developments  beyond  the  control  of 
management,  this  uniformity  should  continue. 

Mortality  Saving 

The  gross  premium  written  in  the  policy  is  computed  on  the  basis  of  the  Ameri- 
can Experience  Table  of  Mortality  with  an  assumed  net  interest  earning  of  3% 
per  annum.  This  table  assumes  a  definite  death  rate  among  policyholders  and 
the  premium  is  computed  on  the  theory  that  that  death  rate  will  prevail.  By  a 
careful  selection  of  lives  through  medical  examination  and  other  precautions  the 
Northwestern  has  experienced  an  annual  death  rate  among  its  policyholders 
materially  below  that  contemplated  in  the  table.  This  has  resulted  in  a  sub- 
stantial saving  in  funds  collected  to  meet  payments  accruing  under  policies 
maturing  by  death  each  year.  While  the  death  rate  fluctuates  moderately  from 
year  to  year,  the  saving  from  this  source  has  been  reasonably  constant. 

Management  has  some  control  in  connection  with  this  item.  By  adhering  to 
the  standards  of  selecting  lives  which  produced  the  past  record,  the  results  in  the 
future  should  approximate  our  past  experience.  Those  standards  in  the  North- 
western are  and  will  be  rigidly  maintained. 

Excess  Interest 

Under  the  terms  of  our  policies  and  the  laws  governing  life  insurance,  we  are 
required  to  add  interest  annually  to  the  reserve  held  by  the  Company  for  its  out- 
standing pohcies.  All  policies  issued  since  February  1,  1899,  provide  that  3% 
per  annum  in  interest  will  be  added  to  these  reserves. 
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The  interest  earned  in  excess  of  the  amount  necessary  to  comply  with  this 
requirement  is  termed  "gains  from  interest."  That  amount  is  available  for 
addition  to  surplus  or  distribution  in  dividends  to  policyholders.  Up  to  a  rela- 
tively recent  date  it  was  the  largest  single  source  of  savings  and  earnings.  As  all 
know,  the  interest  return  on  sound  securities  has  declined  sharply  during  recent 
years.  This  fact  has  resulted  in  a  heavy  shrinkage  in  our  gain  from  interest 
which  in  1938- totalled  $10,235,462.  If  we  had  earned  in  1938  the  net  rate  earned 
in  1928,  the  gain  from  interest  would  have  approximated' $25,000,000  instead  of 
$10,235,462.  The  difference  between  these  two  sums  is  about  50%  of  the  amount 
apportioned  for  dividends  in  1939. 

Management  has  little  control  of  interest  rates.  It  must  accept  the  prevailing 
rate  on  sound  securities  in  the  classes  in  which  it  is  permitted  to  invest  Company 
funds.,  It  is  encouraging  to  note,  however,  that  the  net  rate  earned  on  the  Com- 
pany's investments  has  been  reasonably  stable  for  the  past  three  years.  A 
revival  of  general  business  should  create  a  demand  for  capital  and  tend  to  increase 
the  interest  rate  for  new  investments. 

RAILROADS 

We  are  often  asked,  "Does  the  present  railroad  situation  endanger  the  safety  of 
life  insurance?"  We  answer  that  question  with  an  emphatic  "No."  We  speak 
specifically  of  the  Northwestern  Mutual,  but  we  believe  what  is  said  here  is  equally 
applicable  to  other  companies.-.  At  the  end  of  1938  we  owned  railroad-mortgage 
bonds  with  an  asset  value  of  $112,855,247  as  shown  in  the  statement  on  page  26 
of  this  report.  That  is  approximately  9%  of  our  total  assets.  Such  of  these 
bonds  as  are  in  default  as  to  principal  or  interest  or  are  rated  by  the  National 
Association  of  Insurance  Commissioners  as^ not  eligible  to  amortization  are  written 
down  to  their  market  values  on  December  31,  1938.  All  other  railroad  bonds 
are  carried  in  assets  at  their  amortized  value  as  provided  by  the  laws  of  the  various 
states. 

A  large  percentage  of  the  bonds  that  are  shown  at  their  amortized  value  includes 
securities  of  The  Canadian  National  (fully  guaranteed  by  the  Dominion  Govern- 
ment), and  bonds  of  strong  railroads  such  as  the  Santa  Fe,  Pennsylvania,  Norfolk 
&  Western,  Louisville  &  Nashville,  Union  Pacific,  Virginian,  Chicago,  Burlington 
&  Quincy,  and  other  roads.  Other  bonds  that  are  shown  at  theif  amortized  value 
are,  in  the  main,  underlying  bonds  of  railroads  that  have  weathered  the  strain  of 
recent  years  and  show  a  present  condition  which  justifies  the  belief  that  they  wiU 
continue  to  meet  their  obligations.  However,  if  we  wrote  off  the  entire  asset  value 
of  this  latter  group  (which  would  be  an  absurd  thing  to  do)  we  would  stiU  show 
many  miUions  of  surplus. 

Every  policyholder  and  in  fact  every  citizen  should  have  a  lively  interest  in  the 
railroad  problem.  A  part  of  the  funds  of  every  policyholder  in  this  and  in  most 
of  the  other  large  life-insurance  companies  is  invested  in  railroad  securities.  He 
therefore  has  a  direct  interest  in  these  roads  being  able  to  meet  their  obligation  on 
these  securities.  He  has  a  further  important  interest  as  a  citizen.  A  healthy 
and  efficient  national  transportation  system  is  vital  to  the  social  and  economic 
welfare  of  all  of  the  people.  While  recognizing  the  important  part  that  other 
transportation  agencies  play,  it  is  clear  that  the  railroad  is  and  probably  always 
will  be  the  backbone  of  such  a  system.  A  discussion  of  the  reasons  for  the  present 
unsatisfactory  condition  of  the  railroads  and  who  is  to  blame  for  it  may  serve  a 
useful  purpose  in  planning  for  the  future,  but  it  will  not  cure  the  present  ills  in 
the  railroad  structure. 

It  seems  too  clear  to  permit  of  a  difference  of  opinion  that  the  restoration  of  the 
railroads  physically  and  financially  is  necessary  to  national  safety.  Public 
authorities  are  actively  considering  the  railroad  problem.  Every  citizen  should 
give  public-spirited  attention  to  it,  to  the  end  that  a  solution  be  found  that  will 
promote  the  social  and  economic  welfare  of  the  people  and  at  the  same  time  con- 
tribute to  the  plans  for  national  safety. 

DEPENDABILITY    OF    ACCOXJNTINO 

Recent  events  in  the  business  field  have  centered  thought  and  discussion  upon 
the  dependability  of  financial  statements  issued  by  business  organizations.  A 
life-insurance  company  is  required  to  report  annually  in  great  detail  and  under  the 
oath  of  major  officers  its  transactions  during  the  year  and  its  financial  condition 
at  the  close  of  the  year.  This  report  goes  to  the  Department  supervising  insur- 
ance in  each  state  in  which  the  company  operates.  It  is  checked  and  audited 
by  competent  and  experienced  state  employees.     Then,  too,  each  company  is 
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thoroughly  examined  by  trained  men  from  one  or  more  State  Insurance  Depart- 
ments at  frequent  intervals  and  the  findings  and  conclusions  of  these  examiners 
become  public  records. 

EXAMINING    COMMITTEE 

For  many  years  the  Northwestern  Mutual  has  also  been  examined  annually 
by  a  committee  of  policyholders  who  have  no  connection  with  the  Company 
whatever  except  that  they  are  pohcyholders.  The  members  of  that  Committee 
are  selected  with  the  end  in  view  of  having  a  geographic  distribution  as  well  as  a 
vocational  distribution  as  representative  of  the  policyholders  as  possible.  Seldom, 
if  ever,  are  more  than  two  members  of  that  Committee — more  frequently  only 
one — known  by  any  officer  of  the  Company  at  the  time  they  are  chosen.  Each 
such  Committee  has  employed  a  nationally  known  audit  company  to  assist  it. 
That  audit  company  is  chosen  by  the  Committee  without  recommendation  or 
suggestion  by  any  trustee,  officer  or  employee  of  the  Company.  Under  the 
By-Laws  and  the  consistently  a  hered  to  practice,  the  Committee  and  its  audit 
company  have  complete  freedom  in  their  work.  The  Committee  and  its  auditors 
usually  commence  their  work  about  November  first  each  year  and  conclude  it 
about  the  20th  of  the  following  January.  This  permits  them  to  check  the  year- 
end  figures  and  to  verify  by  check  and  count  the  cash  and  securities  shown  in 
the  statement.  The  Committee  and  its  auditors  represent  and  are  responsible 
to  the  policyholders — not.  the  management. 

TERM    INSUB.^NCE 

Much  has  been  spoken  and  written  about  Term  Insurance  in  recent  years 
It  is  moderate  to  say  that  much  misinformation  regarding  it  is  current.  Term 
insurance  has  a  proper  and  useful  place  in  the  service  that  life  insurance  offers 
the  pubUc.  Its  name  suggests  its  limitations.  It  serves  a  useful  purpose  for 
a  limited  period  of  time  in  the  case  of  some  people,  or  to  cover  a  temporary  need 
in  the  case  of  others.  If  the  life  insurance  need  is  permanent,  term  insurance 
will  be  decidedly  expensive  and  ultimately  disappointing  to  the  person  who 
depends  upon  it  and  lives  to  a  reasonably  advanced  age.  This  Company  offers 
several  forms  of  term  insurance  for  limited  periods  containing  the  privilege  of 
conversion  to  permanent  plans.  It  desires  to  sell  these  plans  where  they  fit  the 
policyholders'  need.  It  does  not  offer  a  type  of  term  insurance  purporting  to 
provide  permanent  protection,  for  it  is  eager  to  safeguard  its  members  and  itself 
from  the  disappointment  and  dissatisfaction  that  will  come  from  anj^  such  reliance 
upon  term  insurance. 

SERVICE 

The  mission  of  life  insurance  is  service.  In  the  mutual  life  insurance  company 
there  is  no  profit  to  anyone  but  the  policyholder.  Every  life  insurance  company 
through  its  Home  Office,  its  Agencies  and  Agents,  is  willing  and  anxious  to  serve 
its  policyholders  and  their  beneficiaries.  Ask  the  Company  or  its  agency  repre- 
sentatives for  suggestions  or  advice  concerning  your  life  insurance  before  paying 
someone  for  a  service  which  can  be  had  without  cost  for  the  asking. 

There  are  those  who  would  question  the  sales  or  distribution  end  of  business 
today,  including  the  agency  system  in  the  field  of  life  insurance.  It  seems  an 
accepted  fact  that  the  people  of  the  United  States  are  enjoying  a  standard  of 
living  far  above  that  found  in  any  other  country.  The  per  capita  distribution 
of  telephones,  r]ftdios,  atitomobiles,  and  other  aids  to  comfortable  living  is  not 
even  approached  elsewhere.  That  is  not  to  say  that  the  distribution  of  goods 
is  satisfactory  and  that  we  may  be  complacent;  only  that,  such  as  it  is,  the  Ameri- 
can standard  of  living  is  the  best  yet  evolved. 

It  is  significant  tnat  along  with  the  realization  of  the  world's  highest  and  most 
generally  distributed  standard  of  living,  the  American  agency  system  has  created 
and  inaintained  in  force  an  amount  of  life  insurance  that  is  twice  the  amount  in 
force  in  all  the  other  nations  of  the  world. 

Commissions  paid  to  life  insurance  agents  for  securing  new  members  are  not 
solely  an  out-of-pocket  expense,  but  an  investment  that  will  be  refunded  by  the 
lower  than  average  mortality  experienced  for  same  years  after  medical  examina- 
tion of  these  newly  selected  lives.  The  maintenance  of  an  effectively  active  and 
informed  agency  staff  is  not  only  necessary  from  an  intelligent  selling  and  service 
standpoint  but  it  is  profitable  to  the  policyholders. 
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FINANCIAL    STATEMENT,    1938 

A  condensed  tabulation  of  Income,  Disbursements,  Assets  and  Liabilities  will 
be  found  on  pages  25-27. 

The  Admitted  Assets  of  the  Company  on  December  31,  1938,  by  classes  and 
percentage  of  total,  were  as  follows: 


Admitted  Asset 
Values 

Percent  of 
Total 

Cash  on  hand  and  in  banks 

$12, 397, 828 

141, 305,  346 
212,  088,  705 
41,700,593 
112.855,247 
35,  499. 836 
98, 387,  405 
2, 172,  000 

1  006 

State,  County.  Municipal  (U.  S.  A.) 

17.200 
3.382 

Public  Utility                              .            

7  879 

.176 

Total  bonds           .  .      

644,  009, 132 

52  227 

Mortgage  Loans  (including  $1,396,379  in  foreclosure  subject  to  redemption): 

226, 454, 833 
82, 119, 435 

18. 365 

Farm  Loans                            

6.659 

Total  Mortgage  Loans 

308. 574,  268 

25  024 

Real  Estate: 

Farm  properties                                 .            ....    -.    . 

25,  295, 351 
11,808,786 
6,  476,  321 
4,811,908 

2.051 

.958 

.625 

Home  Office  property 

.390 

48,  392.  366 

3.924 

Policy  Loans 

169, 240, 737 
16,  293, 936 

16,  527,  574 

17,  647,  .535 

18, 317 

13.  725 

1.321 

Interest  and  rents  due  and  accrued 

1  340 

1.431 

.002 

Total  Admitted  Assets* 

1,  233, 101, 693 

100.000 

•The  term  "Admitted  Assets"  designates  those  assets  that  are  permitted  by  law  and  the  rulings  of  the 
State  Insurance  Departments  to  be  shown  in  determining  the  total  assets  held  against  the  Company's 
liabilities. 

"Admitted  Asset  Value"  is  the  value  arrived  at  by  applying  the  rules  of  valuing  prescribed  by  law  and  th« 
requirements  of  State  Insurance  Departments  to  the  assets  owned  by  the  Company. 

Specific  detail  concerning  the  basis  on  which  bonds  are  valued  for  statement  purposes  (sometimes  referred 
to  as  "Amortized"  and  "Market"  values)  will  be  found  in  the  Auditors'  report  on  page  22. 


BOND  INVESTMENTS 

The  admitted  asset  value  of  the  bond  portfolio  as  of  December  31,  1938,  is 
$644,009,132,  or  52.227%  of  the  total  admitted  assets  of  the  Company.  This  is 
the  first  time  in  the  history  of  the  Company  that  bond  investments  exceeded  50% 
of  its  total  admitted  assets.  The  admitted  asset  value  above  stated  is  arrived  at 
by  valuing  bonds  not  eligible  to  amortization  at  their  market  prices  on  December 
31,  1938,  determined  by  the  National  Association  of  Insurance  Commissioners; 
and  all  other  bonds  at  their  amortized  value  as  prescribed  by  law  and  the  regula- 
tions of  such  Association.  It  is  interesting  to  note  that  if  all  bonds  were  valued  at 
their  market  value  as  of  December  31,  1938,  the  total  value  of  the  bond  portfolio 
would.be  $657,625,579,  or  $13,616,447  greater  than  the  value  given  it  in  this 
Btatement. 

U.  S.  A.  Government  Bonds 

The  admitted  asset  value  of  U.  S.  A.  Government  bonds — direct  and  fully 
guaranteed — is  $141,305,346,  or  11.459%  of  total  assets.  The  total  investment  in 
these  securities  is  $1,878,553  less  than  one  year.  ago.  The  average  maturity  to 
their  first  call  date  is  seven  years. 
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U.  S.  A.  Municipal  Bonds 

Ti3«  admitted  asset  value  of  United  States  State,  County,  and  Municipal  bondb 
is  $212,088,705,  or  17.2%  of  total  assets.  This  total  exceeds  the  total  for  1937 
by  $32,842,825.  The  list  includes  the  obligations  of  416  different  governmental 
units.  In  1938  substantial  additions  to  this  class  of  bonds  were  obligations  of 
governmental  units  and  State  educational  boards  that  received  P.  W.  A.  grants  to 
aid  in  providing  facilities  such  as  sewer,  water,  and  electric  service  in  cities  and 
donnitories  and  other  revenue-producing  structures  for  public  educational  insti- 
tutions.    There  is  no  default  of  principal  or  interest  in  the  entire  municipal  gfoup. 

Canadian  Bonds 

The  total  admitted  asset  value  of  the  bonds  of  the  Dominion  of  Canada  and  its 
Provinces  and  Municipalities  is  $41,700,593,  or  3.38%  of  total  assets.  There 
has  been  no  new  default  in  these  bonds  during  1938. 

The  only  defaults  which  have  occurred  in  our  Canadian  holdings  are  confined 
to  obligations  of  the  Province  of  Alberta.  These  defaults  occurred  several  years 
a/go  and  have  not  been  cured.  The  Alberta  bonds  accordingly  are  carried  at  their 
market  value  as  of  December  31,  1938. 

Public  Utility  Bonds 

The  total  admitted  asset  value  of  the  Public  Utility  bonds,  aU  of  which  are  the 
obligations  of  operating  companies,  is  $98,387,405,  or  7.98%  of  total  assets.  This 
holding  increased  $31,779,578  during  the  year.  Refunding  operations  continued 
in  1938  and.  a  fairly  large  amount  of  our  previous  holding  was  thereby  replaced 
by  bonds  paying  a  reduced  rate  of  interest.  Because  of  the  high  degree  of  liquidity 
resulting  from  our  Government  bonds  and  other  bonds  having  a  ready  market, 
we  have  purchased  the  bonds  of  a  number  of  relatively  small  but  thoroughly 
sound  operating  companies.  There  has  been  no  default  of  principal  or  interest 
at  any  time  on  public  utihty  bonds  owned. 

Railroad  Bonds 

The  total  admitted  asset  value  of  the  Railroad  bonds  owned  (not  including 
equipment  trust  certificates)  is  $112,855,247,  or  approximately  9%  of  total  assets, 
a  decrease  of  .831%  since  a  year  ago.  Of  this  amount,  $10,141,594  are  Canadian 
railroad  bonds  (of  which  $8,566,129  are  fully  guaranteed  as  to  principal  and  interest 
by  the  Dominion  of  Canada).  The  bonds  of  the  Chicago  &  Alton,  and  a  part  of 
the  bonds  of  the  Erie  and  the  Baltimore  &  Ohio  have  been  taken  out  of  the  bonds 
eligible  to  amortization  and  are  carried  in  assets  at  their  market  price  as  of  Decem- 
ber 31,  1938.  All  other  bonds  in  default  as  to  principal  or  interest  and  bonds  not 
eligible  to  amortization  under  the  rules  of  the  State  Insurance  Departments  are 
carried  in  assets  at  their  market  price  as  of  December  31,  1938. 

Other  Bonds 

Railroad  Ekjuipment  Trust  Certificates  owned  and  secured  by  railroad  equip- 
ment have  an  admitted  asset  value  of  $35,499,836.  Industrial  bonds  owned  have 
an  admitted  asset  value  of  $2,172,000.  No  default  has  occurred  in  either  of  these 
holdings. 

MORTGAGE  LOANS 

The  admitted  asset  value  of  Mortgage  Loans  at  December  31,  1938,  is  $308,- 
674,268,  or  approximately  25%  of  total  assets,  an  increase  in  amount  during  the 
yearof  $2,447,414. 

Farm  Mortgages 

Farm  mortgages  total  $82,119,435,  a  decrease  of  $1,352,718  for  the  year.  The 
Company  continues  to  seek  new  loans  in  its  farm  field.  The  Northwestern 
was  a  pioneer  in  the  farm-mortgage  field  and  its  experience  has  been  satisfactory. 
It  takes  pride  in  its  contribution  to  the  sound  development  of  agriculture  for 
more  than  half  a  century. 

City  Mortgages 

The  amount  invested  in  city  mortgages  totalled  $226,454,833  at  December  31, 
1938,  an  increase  of  $3,800,132  for  the  year.  Although  the  construction  industry 
gained  in  volume  ovei:_1937  it  did  not  supply  an  increased  opportunity  for  invest- 
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ment  of  Company  funds.  Public  construction  financed  by  Federal  funds  and 
bond  issues  account  for  the  increase  in  building  activity.  Our  active  effort  to 
obtain  satisfactory  loans  in  the  residence  field  continues.  We  are  now  making 
such  loans  in  77  communities  and  have  accumulated  2,690  loans  totalling  $13,924,- 
194.     Our  due  and  uncollected  interest  on  all  mortgage  loans  continues  to  decrease. 

REAL  ESTATE 

Farm  and  city  properties  acquired  as  a  result  of  mortgage  loans  foreclosed  and 
unsold  on  December  31,  1938,  had  an  asset  value  of  $37,104,137,  or  approximately 
3%  of  total  assets.  These  properties  are  in  good  condition,  well  rented,  and  are 
producing  a  fair  income.  Each  year  full  depreciation  is  taken  on  buildings-  and 
the  value  at  which  the  properties  are  carried  is  reviewed  and  adjusted  to  present 
conditions.  No  values  are  ever  written  up.  The  properties  are  being  disposed 
of  as  promptly  as  possible  at  reasonable  prices.  During  1938  the  Finance  Com- 
mittee approved  349  farm  sales  and  3  citj'  sales.  The  sale  price  of  these  properties 
exceeded  the  asset  value  at  which  they  were  carried  by  $164,184. 

POLICY  LOANS 

At  the  close  of  the  year.  Policy  Loans  stand  at  $169,240,737,  a  decrease  of 
$7,590,285  from  the  previo.us  year.  These  loans  have  been  advanced  to  the 
holders  of  258,105  policies  against  the  cash  surrender  value  of  their  policies.  It 
should  be  noted  in  this  connection  that  of  the  1,044,541  policies  in  force,  only 
approximately  25%  have  outstanding  policy  loans;  and  that  the  average  amount 
advanced  is  $656  per  policy  so  encumbered. 

Such  loans  are  not  subject  to  the  discretion  of  the  management,  but  are  avail- 
able to  the  policyholder  on  request  and  valid  assignment  of  the  policy  in  accordance 
with  the  agreement  contained  in  the  policy.  They  are  not  general  assets  permit- 
ting liquidation  by  sale.  They  have  no  maturity  date  nor  penalty  for  nonpay- 
ment. Unpaid  interest  is  added  to  principal  so  long  as  the  cash  value  of  the 
policy  is  sufficient  security  for  the  total  of  the  principal  and  interest  of  the  loan. 

MORTALITY 

The  mortality  among  policyholders  during  the  year,  55.99%  of  the  expected 
was  satisfactory.  It  again  reflects  the  effect  of  years  of  cooperation  between  the 
Home  Office  and  the  Agency  force  in  risk  selection.  Death  claims  were  paid 
during  the  year  on  10,804  policies  totaling  $44,537,903. 

Analysis  of  death  claims  shows  that  the  so-called  degenerative  diseases  of  the 
hfeart,  arteries,  and  kidneys  continue  to  take  an  increasing  number  of  lives. 
Coronary  artery  diseases  accounted  for  21%  of  the  deaths  in  1938  as  compared 
with  18%  in  1937.  Cancer  deaths  show  a  slight  increase  in  spite  of  the  educational 
efforts  of  recent  years.  Tuberculosis  accounted  for  only  2%  of  deaths  in  1938, 
again  showing  the  effectiveness  of  the  fight  against  it. 

The  automobile  was  responsible  for  50.57%  of  all  casualty  deaths  in  1938, 
substantially  the  same  as  in  1937.  Suicide  accounted  for  4%  of  the  deaths  in  1938 
compared  with  3%  in  1937. 

INTEREST   EARNED 

The  net  rate  of  interest  earned  in  1938  as  calculated  by  the  rule  laid  down  by 
the  Insurance  Departments  was  3.77%,  or  one-tenth  of  one  percent  less  than  in 
1937.     The  net  rate  earned  in  each  of  the  last  tliree  years  has  fluctuated  very  little, 

DIVIDENDS 

The  sum  of  $31,725,000  was  set  aside  from  divisible  surplus  for  annual  dividends 
payable  to  the  participating  insurance  in  force  on  the  1939  policy  anniversaries. 
The  dividend  scale  of  1938  was  continued  for  1939. 

RESERVES    FOR    CONTINGENCIES 

In  addition  to  assets  equal  to  its  established  liabilities,  safety  demands  that  a 
company  have  a  general  surplus  or  contingency  reserve  adequate  to  cover  possible 
contingencies  that  cannot  be  foreseen  or  measured  in  advance.  After  providing 
in  full  for  all  known  liabilities,  setting  aside  $31,725,000  for  dividends  payable  in 
1939,  and  adjusting  bond  and  real  estate  values  to  conform  to  present  conditions, 
the  Company  held  a  Reserve  for  Contingencies  or  Unassigned  Funds  (Surplus)  of 
$53,288,856,  an  increase  of  $659,583  over  the  same  item  a  year  ago. 
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NEW    BUSINESS — 1938 

The  new  business  delivered  and  paid  for  under  65,635  policies,  insuring  57,121 
different  individuals,  totalled  $233,904,794,  a  decrease  in  amount  from  1937 
of  10.8%. 

The  57,121  individuals  insured  during  the  year  is  a  cross  section  of  typical 
Americans.  Every  age  from  10  to  65  was  represented;  and  18.7%  were  women. 
20,502  (35.8%)  did  not  own  life  insurance  at  the  time  of  their  application.  Liter- 
ally hundreds  of  occupations  were  represented.  27,264  (47.7%)  purchased 
$2,000  or  less,  which  indicates  quite  clearly  that  life  insurance  is  not  a  rich  man's 
institution.  The  group  representing  a  ten-year  age  range  producing  the  greatest 
number  of  applicants  and  largest  amount  of  insurance  was  ages  35  to  44.  The 
average  amount  of  insurance  applied  for  by  those  previously  insured  in  the 
Company  is  double  the  average  of  the  other  applicants. 

The  number  of  applicants  and  the  amount  applied  for  is  most  gratifying,  but 
we  repeat  again  that  volume  and  size  is  not  the  major  Northwestern  objective. 
Continuous,  efficient,  personal  service  to  each  policyholder  and  dependable 
protection  at  minimum  cost  represent  the  highest  attainment  in  the  life-insurance 
field. 

TERMINATIONS 

A  favorable  factor  in  the  Company's  transactions  since  1933  has  been  the 
downward  trend  in  the  percentage  of  insurance  that  has  been  terminated  by  the 
voluntary  act  or  neglect  of  the  policyholder.  This  percentage  was  8.4%  in  1933 
and  gradually  decreased  to  3.7%  in  1937.  Reflecting  the  unfavorable  economic 
conditions,  it  increased  to  4.2%  in  1938. 

INSURANCE    IN    FORCE 

The  total  insurance  in  force  at  December  31,  1938,  under  1,044,541  policies 
amounted  to  $3,893,591,675,  an  increase  of  $34,374,972  over  the  previous  year. 

CONCLUSION 

The  volume  of  new  business  secured  by  the  Company's  agents  during  1938,  the 
low  rate  of  terminations,  the  consistent  mortality  experience  and  the  continued 
satisfactory  expense  ratio,  justify  the  conclusion  that  the  business  of  the  year 
was  as  satisfactory  as  could  be  expected  under  existing  business  conditions. 
Having  in  mind  the  extent  to  which  asset  and  liability  adjustments  of  the  past 
ten  years  have  been  absorbed  in  current  transactions,  we  are  convinced  that  the 
financial  strength  of  the  Company  has  been  in  no  degree  diminished  by  the  gen- 
erally adverse  conditions  existing"  during  that  period. 

In  closing  this  report  the  Executive  Committee  of  the  Board  of  Trustees  wishes 
to  express  again  its  appreciation  of  the  effective  labors  of  the  Company's  agents 
and  employees  in  the  interest  of  the  policyholders. 
Respectfully  submitted. 

(Signed)     M.  J.  Clbary,  President 
Howard  Greene, 
Louis  Quarles, 
Max  W.  Baeb, 
Walter  J.  Kohler, 
Charles  Q.  Chandler, 
Frank  R.  Bacon, 
F.  J.  Sensenbrenner, 

Executive  Comviittee. 

Report  op  the  Examining  Committee  op  Policyholders 

Milwaukee,  Wisconsin,  January  SO,  1939. 
To  the  Policyholders  of  The  Northwestern  Mutual  Life  Insurance  Company. 
To  the  Board  of  Trustees  of  The  Northwestern  Mutural  Life  Insurance  Company. 

The  Examining  Committee,  elected  under  the  provisions  of  the  By-Laws,  no 
member  of  which  is  connected  with  the  Company  except  as  a  policy-holder,  has 
completed  it  investigation  into  the  general  policies  and  methods  of  the  Company. 
It  has  received  and  examined  a  balance  sheet  audit  of  the  books  of  the  Company 
and  a  report  thereon  prepared  by  Peat,  Marwick,  Mitchell  &  Co.,  Certified  Public 
Accountants,  employed  by  the  Committee.  The  Committee  herewith  presents 
its  report  and  that  of  the  Auditors. 
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First.  The  management  of  the  Company  is  competent  and  experienced.  It  ia 
conservatively  aggressive  and  intelligently  safeguards  the  interests  of  the  policy- 
holders.    The  relationship  with  the  employees  is  very  satisfactory. 

Second.  The  investment  of  the  Company's  funds  is  handled  with  the  utmost 
care. 

(a)  Only  high  grade  securities  are  purchased  and,  as  a  result,  the  Company  has 
suffered  relatively  little  from  defaults. 

(b)  The  situation  in  farm  and  city  mortgage  loans  is  improving.  It  seems 
reasonable  to  expect  that  in  the  aggregate  the  Company  will  suffer  little  loss  on 
the  properties  which  it  has  taken  on  foreclo.^ure. 

Third.  In  spite  of  the  prevailing  low  rates  on  investments  the  net  income  of 
the  Company  has  been  reasonably  well  maintained.  There  has  been  careful 
control  of  expenses.  The  mortality  record  continues  to  be  very  satisfactory 
and  indicates  there  has  been  no  reduction  of  standards  in  the  selection  of  risks. 
Fourth.  The  Company  continues  to  show  a  steady  and  satisfactory  growth. 
The  Committee  has  discussed  many  matters, wiih  the  officers  of  the  Company 
and  has  at  all  times  received  the  utmost  cooperation.  We  wish  to  express  our 
appreciation. 

Respectfully  subn^iitted. 

(Signed)     James  K.  Watktns,  Chairman, 

Attorney,  Ford  Building,  Detroit,  Mich. 
George  B.  Luhman,  Secretary, 
President,  First  Wisconsin  Trust  Company, 
Milwaukee,  Wisconsin. 
Wallace  M.  Davis, 
Vice  President,  Citizens  Union 
National  Bank,  Louisville,  Kentucky. 
Frank  C.  Brophy. 

Rancher,  Phoenix,  Arizona. 
William  N.  Smith, 
Vice  President,  Vinegar  Hill  Zinc 

Company,  Platteville,  Wisconsin. 
Examining  Committee  of  Policyholders. 

Report  of  Peat,  Marwick,  Mitchell  &  Co.,  Certified  Public  Accountants 

To  the  Examining  Committee  of  Policyholders,  The  Northwestern  Mutual 

Life  Insurance  Company,  Milwaukee,  Wisconsin. 

We  have  made  an  examination  of  the  Statement  of  Financial  Condition  of  The 
Northwestern  Mutual  Life  Insurance  Company  as  at  December  31,  1938,  and  have 
reviewed  the  Statement  of  Income  and  Disbursements  for  the  year  ended  on  that 
date.  In  connection  therewith,  we  examined  or  tested  accounting  records  of  the 
Company  and  other  supporting  evidence  and  obtained  information  and  explana- 
tions from  officers  and  employees  of  the  Company ;  we  also  made  a  general  review 
of  the  accounting  methods,  but  we  did  not  make  a  detailed  audit  of  the  trans- 
actions. 

Cash  in  banks  was  confirmed  by  direct  communication  with  the  depositaries, 
while  that  on  hand  was  counted. 

Bonds  on  hand  in  the  Company's  vaults  were  confirmed  by  inspection'  and 
count;  bonds  purchased  but  not  received  from  banks,  bonds  on  deposit  wit> 
State  authorities  and  bonds  out  for  collection  were  confirmed  by  direct  communi- 
cation with  the  holders.  We  made  a  test  inspection  of  supporting  vouchers  and 
Finance  Committee  approvals  covering  bonds  purchased  or  sold  during  the  year. 
All  bonds  deemed  to  be  amply  secured  and  not  in  default  are  stated  at  cost,  less 
the  portion  of  the  premium  or  plus  the  portion  of  the  discount  necessary  to  bring 
the  value  to  par  at  maturity  or  first  call  date;  all  other  bonds  are  stated  at  values 
determined  by  the  National  Association  of  Insurance  Commissioners  and  this 
basis  of  valuation  conforms  with  the  insurance  laws  of  the  State  of  Wisconsin. 

The  mortgage  loans  are  secured  by  first  mortgages  on  city  business  and  residence 
properties  and  farms.  Loans  made  during  1938  were  checked  to  the  notes  and 
mortgages  on  hand  and  test-checked  to  other  supporting  documents  and  to 
Finance  Committee  authorizations.  Loans  made  in  prior  years  wore  test-checked 
in  a  similar  manner. 

Real  estate  owned  consists  of  farms  and  city  business  properties  acquired 
through  foreclosure  of  mortgage  loans,  and  the  home  office  property.  We  in- 
spected deeds  and  other  documents  relating  to  acquisitions  and  sales  of  real 
estate  during  the  year  and  tost-rlmeked  in  a  similar  manner  items  acquired  in 
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prior  years.  Farm  and  business  properties  are  stated  at  the  lower  of  (1)  cost 
(not  including  interest  unpaid  at  date  of  foreclosure)  less  provision  for  depreciation 
and  other  write  downs,  or  (2)  current  appraised  values  as  determined  by  the 
Company's  officials.  The  home-office  property  is  stated  at  cost  less  a  provision 
for  depreciation.  Land  contracts  relating  to  properties  sold  during  the  year  were 
inspected;  these  contracts  are  stated  at  the  amount  of  the  unpaid  principal. 

Advances  under  policy-loan  agreements  were  test-checked  to  loan  agreements, 
policies  held  as  collateral  and  tables  of  loan  values.  We  also  tested  I'ecords 
relating  to  automatic  and  other  premium  loans. 

We  satisfied  ourselves  as  to  the  propriety  of  the  method  of  determining  interest 
and  rents  due  and  accrued  as  shown  in  the  Statement  of  Financial  Condition. 
Interest  due  or  accrued  on  bonds  in  default  has  not  been  included  and,  in  accord- 
ance with  a  ruling  from  the  Insurance  Department  of  the  State  of  Wisconsin, 
not  more  than  one  year's  interest  on  any  delinquent  mortgage  loan  has  been 
included  and  none  on  mortgage  loans  delinquent  as  to  interest  for  over  two  years. 

We  made  sufficient  test-checks  of  premiums  due  and  deferred  to  satisfy  our- 
selves that  this  item  is  properly  stated. 

The  reserves  required  by  law  to  be  provided  in  respect  of  insurance  policies  and 
annuities  in  force  have  been  certified  by  the  Department  of  Insurance  of  the 
State  of  Wisconsin  on  the  basis  ofcthe  Company's  report  of  insurance  and  annuities 
in  force  at  December  31,  1938.  Reserves  provided  in  respect  of  payments  due 
periodically  under  option  settlements  and  special  contracts  and  for  dividends 
payable  to  policyholders  in  1939  have  been  certified  to  us  by  the  Company's 
Actuary.     We  did  not  confirm  independently  the  amount  of  any  of  these  reserves. 

All  ascerlained  liabilities  of  which  we  have  knowledge  have  been  included  in 
the  accounts  and  provision  has  been  made  on  a  basis  which  we  believe  to  be  reason- 
able for  death  losses  not  reported  at  December  31,  1938. 

The  accompanying  Statement  of  Income  and  Disbursements  summarizes  the 
transactions  of  the  Company  described  therein,  for  the  year  ended  December  31, 
1938,  according  to  the  classification  prescribed  by  the  Insurance  Department  of 
the  State  of  Wisconsin. 

In  our  opinion,  based  upon  our  examination  and  subject  to  the  foregoing  com- 
ments, the  accompanying  Statement  of  Financial  Condition  fairly  presents  the 
financial  position  of  the  Company  at  December  31,  1938. 

(Signed)     Peat,  Marwick,  Mitchell  &  Co. 

Milwaukee,  Wisconsin,  January  W,  1939. 

Statement  of  Income  and  Disbursements  for  the  Year  Ended  December  SI,  1938 

[Summarized  from  classification  prescribed  by  State  insurance  departments] 

INCOME 

Gross  premiums,  without  deduction  of  dividends $130,  651,  835.  16 

Interest  and  real-estate  income 51,  227,  538.  46 

Policy  proceeds  left  with  Company  for  investment  and  payment 

in  installments 25,  233,  312.  63 

Dividends  left  with  Company  to  accumulate  at  interest 941,  092.  21 

Profits  on  sales  of  real  estate  and  bonds 2,  233,  791.  76 

Accrual  of  discounts  on  bonds . 212,  620.  64 

All  other  income  items 286,  149.  78 

Total  income 210,  786,  340.  64 

DISBURSEMENTS 

Death   claims,    including   $23,125,915.65   left  with    Company 

under  installment  option  settlements 44,  537,  903.  62 

Matured  endowments,  including  51,346,945.46  left  with  Com- 
pany under  installment  option  settlements 2,  692,  644.  00 

Allowed  for  surrendered  policies,  including  $739,089.00  left 
with  Company  under  installment  option  settlements,  and 
$20,184,079.43  applied  on  policy  loans,  etc 27,395,  115.  50 

Dividends  to  policyholders,  of  which  $20,028,620.45  v,as  ap- 
plied to  pay  renewal  premiums 31,  260,  432.  09 

Annuity  and  other  benefits 3,  427,  997.  74 

Total  paid  policyholders  and  beneficiaries 109,  314,  092.  95 
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Statement  of  Income  and  Disbursements  for  the  Year  Ended  December  31,  1938 — 

Continued 

DISBURSEMENTS — Continued 

Installment  payments  from  policy  proceeds  previously  left  with 

Company  under  option  settlements ,_.  $14,  568,  224  56 

Dividends    left    with    Company,    and    accumulated    interest 

thereon,  withdrawn 466,  876.  89 

Taxes:  State  taxes  on  premiums;  Federal  Taxes;  licenses  and 

fees;  real  estate  taxes;  etc 3,  275,  835.  98 

Federal  and  State  Social  Security  disbursements 149,  080.  02 

Commissions  and  collection  costs  paid  to  agents  on  new  and 

old  business 9,  599,  880.  21 

Medical  examinations  and  inspections 379,  519.  21 

Compensation  to  trustees,  officers  and  home-office  employees. .  2,  922,  591.  49 

Postage,  printing,  office  equipment,  advertising;  etc —  806,  295.  46 

Real  estate  repairs  and  expenses  (except  taxes) 2,  110,  199.  94 

Mortgage  loan,  real  estate,  and  bond  investment  expenses 864,  838.  78 

Rent    for    Company's    occupancy    of    Home    Office    building 

(offset  by  income  credit) 617,753.  00 

Agents'  advance  remittances  (1937),  allocated 76,  914.  13 

Mortgage  loan  and  real-estate  suspense  items  (1937),  allocated.  360,  756.  06 
Real-estate  revaluations   by  reappraisal  and   depreciation  on 

buildings 2,298,579.  98 

Amortization  of  premiums  on  bonds 1,  431,  844.  56 

Book  value  of  bonds  eliminated  from  asset  accounts 035,  566.  01 

Loss  on  sales  of  real  estate  and  bonds 262,  039.  50 

All  other  disbursement  items 502,  328.  32 

Total  disbursements 150,  043.  267.  05 

Excess  of  income  over  disbursements 60,  143,  073.  59 


210,  786,  340.  64 

The  Northwestern  Mutual  Life  Insurance  Company,  Statement  of  Fianncial  Condi- 
tion of  December  31,  1938 

ASSETS 

Cash  on  hand  and  in  banks $12,  397,  827.  53 

Bonds — issues  in  good  standing  carried  at  amortized  cost; 
issues  not  in  good  standing  carried  at  values  determined  by 
National  Association  of  Insurance  Commissioners: 

V.  S.  A.  Gov't  Securities.  .  _ $99,  231,  304.  85 

Federal  Farm  Mortgage  Corp.  bonds  fully 

guaranteed  by  U.  S.  A.  Government.     42,  074,  041.  07 

Total  U.  S.  A.  Government  Obliga- 
tions—direct  or  fully  guaranteed-  141,  305,  345.  92 
State,  County  and  Municipal  (U.  S.  A.).  212,  088,  704.  65 
Government,  Provincial  and  Municipal 

(Canada) 41,700,592.65 

Railroad  bonds 112,  8-55,  246.  73 

Railroad  Equit)ment  Trust  certificates. .  35,  499,  836.  19 

Public  Utility 98,387,405.39 

Industrial 2,  172,  000.  00 

ett     r\nt\     ••Of      -o 

First  Mortgages  on  Real  Estate  (including 
$1,396,379.44  in  foreclosure  subject  to  re- 
demption) : 

City  loans 226,  454,  833.  11 

Farm  loans 82,  119,  435.  45 

308,  574,  268.  56 
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The  Northwestern  Mutual  Life  Insurance  Company,  Statement  of  Financial  Condi' 
lion  of  December  31, 1938 — Continued 

ASSETS — continued 
Real  Estate: 

Farm  properties,  at  or  below  cost,  leas 

depreciation $25,  295,  351.  30 

City  properties,  at  or  below  cost,  le^ 

depreciation 11,  808,  786.  13 

Home  Office  property... 4,  811,  907.  67 

Land  Contracts  on  properties  sold 6,  476,  321.  05 

$48,  392,  366.  15 

Advanced  under  policy-loan  agreements 169,  240,  736.  86 

Automatic  and  other  premium  loans. 16,  293,  936.  37 

Interest  and  rents  due  and  accrued- 17,  704,  464.  68 

Less  nonadmitted  mortgage  loan  interest 1,  176,  890.  41 

16,  527,  574.  27 

Premiums  (net)  due  and  in  process  of  collection  and  semian- 
nual and  quarterly  premiums  for  the  current  policy  year 

not  yet  due,  for  which  required  reserves  have  been  included 

in  liabilities - 17,  647,  534.  78 

Miscellaneous  assete - 18,  316.  87 

Total  admitted  assets 1,  233,  101,  692.  92 


LIABILITIES 

Legal  reserve  or  sinking  fund  required  by  law  under  insurance 
contracts,  as  certified  by  the  Insurance  Department  of  the 

State  of  Wisconsin $926,  946,  209.  00 

Present  value  of  f>eriodical  payments  not  yet  due  under  in- 
stallment settlement  of  death  claims,  endowments,  etc 140,  976,  425.  00 

Reserve  for  annuities  and  special  contracts 63,  130,  856.  00 

Set  aside  from  mortality  and  expense  savings  and  surplus  in- 
terest, for  annual  dividends  payable  on  policy  anniversaries 

in  1939 -.         31,725.000  00 

Dividends  and  interest  thereon  left  with  Company 5,  363,  515  99 

Dividends  in  course  of  payment  and  deferred 1,  365,  081  54 

Reserve  for  estimated  ta.\es  payable  in  1939 3,  521,  906.  21 

Unpaid  bills,  commissions,  medical  fees,  etc 611,493.  08 

Advance  remittances,  suspense  items,  etc 678,  527  93 

Death    losses    and    endowments:  incurred    but    unreported; 

proofs  incomplete;  claims  in  course  of  payment;  etc 5,  503,  821.  o3 

Reserve  for  contingencies — such  as  asset  depreciation,  mor- 
tality fluctuation,  etc. — or  "Unassigned  Funds  (Surplus)".         53,  288,  856.  54 
Capital  Stock  (purely  Mutual) Y'^iya 

Total  liabUities 1,  233,  101.  692.  92 
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New  business  paid  for  during  1938  and  total  insurance  in  force  at  end  of  year 


New  business  paid  for 
during  1938 

Insurance  in  force  Dec.  31, 
1938 

states 

Number 
°'rs"- 

Amount 

Number 
of  poli- 
cies 

Amount 

New  York 

7,310 

7,422 

6,134 

4,218 

3,664 

2,802 

2,931 

4,313 

2,371 

1,  853 

2,175 

1,805 

1,727 

1,071 

1,488 

1,537 

890 

882 

738 

1,139 

762 

617 

830 

862 

545 

949 

665 

778 

348 

544 

300 

378 

253 

302 

197 

110 

130 

138 

131 

96 

41 

91 

33 

$34,  732, 893 

22.  904,  839 

19, 972,  547 

17, 178,  795 

13,  780,  810 

11,002,064 

10,  319.  606 

10,  006,  713 

9,  784,  263 

9,  042,  545 

8, 032,  260 

7, 007, 871 

4,  866,  271 

4,  043.  433 

3, 960,  488 

3,  748,  222 

3,  510,  648 

3,  324, 950 

3,  221,  356 

3,115,143 

3.  108,  534 

2,881,469 

2,  657, 995 

2,511.130 

2,  497,  888 

2,  418,  385 

2,  375,  834 

2, 137,  079 

1,  247,  589 

1, 188,  409 

1.168,314 

1,  035,  453 

843.  290 

820,  137 

786,  967 

432,  072 

347,912 

331,  218 

315.  307 

271,  533 

197.  500 

175.  239 

135,600 

114,316 
114,515 
101, 832 
70,013 
63, 149 
42,  703 
50,803 
55, 478 
45,  362 
24,  588 
32, 959 
32,  607 
23,  361 
15,120 
19,  521 
18,812 
21.  844 
11,142 
10,  757 
14.750 
9,651 
14,847 
15,  703 
14,  293 
7, 036 
13.  255 
10, 094 
12, 159 
4,614 
9.082 
4,689 
0,720 
1,758 
5,04-^ 
2,929 
1,439 
3.333 
2.985 
3,239 
2,118 
553 
1,564 
1,060 
4,713 
7,969 

$543,  503,  554 

Wisconsin 

338  465  408 

Ohio 

288,  396,  924 

Pennsylvania      .      .               ... 

268,  586,  279 

Minnesota 

161  090  082 

Michigan 

194,  124,  252 

Iowa    ...                      .... 

141,019,207 

California 

179  640  046 

Indiana 

115  4,')8  840 

Missouri 

127  253  985 

Virginia  . 

53,  672  717 

57,  497,  334 

Nebraska 

Massachusetts 

92,020  169 

West  Virginia 

42,498.715 

Tennessee.. 

40,  743,  750 

Oklahoma 

46  574  533 

Maryland :. 

Connecticut    . 

03,  223, 000 

Washincton 

57  059  0''3 

47,041.224 

Georgia 

38,  823,  621 

36,  273.  967 

Oregon 

35,  471,  369 

17,  343.  891 

Maine   . 

22,  238,  100 

Rhode  Island 

18,998  552 

17,  604,  128 

New  Mexico  . 

5, 919.  401 

Idaho.  

13,  826, 151 

10,  219,  235 

Delaware 

7,323,819 

10,072.034 

Utah 

8,  309.  661 

North  Dakota 

8,  757, 985 

6,014.325 

Nevada. 

1,  708,  467 

Arkansas 

4,  370,  447 

2,  890,  493 

TexBS 

14,  737,  328 

Sundries 

C5 

464, 223 

30,  216, 139 

Total 

65,  635 

>  233, 904, 794 

1,044,541 

3, 893,  591,  675 

Exclusive  of  dividend  additions. 
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Year  ending- 

Policies  in  ^ 
force 

Amount  insured 

Assets 

June  1.  1859 

137 
35, 107 
34, 172 
37, 491 
40, 871 
43, 801 
45. 948 
50,100 
56,  544 
64,406 
73, 130 
84, 329 
98,  525 
113,52? 
128,  349 
136,410 
144, 900 
155,  785 
165,415 
178, 462 
196, 022 
211.926 
224,  747 
243,  1.58 
262, 094 
280,443 
299, 730 
320, 896 
339, 468 
361.0*4 
382, 338 
403, 614 
425, 481 
447,  507 
477, 156 
505, 051 
527, 872 
548,  762 
576,  197 
604,  580 
616,  224 
669, 900 
729,  715 
759,  603 
787, 934 
825, 147 
858.  851 
895.  927 
928,  857 
962, 149 
994. 376 
1,027,177 
1, 049.  503 
1,0.53,502 
1,031,646 
999, 341 
983,  021 
987, 177 
1, 007,  857 
1.0.30,650 
1,044,541 

$408,800 

65, 186,  707 

64,967,081 

74,  503, 740 

83, 355, 424 

92,083,093 

98,  793, 982 

110,710,861 

127,  629. 903 

147,  615, 323 

172.  518,  891 

202, 405.  923 

238. 908. 807 

275,  674,  753 

312,512.603 

325, 152, 947 

340,  697,  569 

364,  259,  235 

384. 167,  829 

413,081,370 

457,  712,  738 

497,606,125 

529,  647,  290 

574.  705, 000 

620, 681,  283 

602,  851,  194 

708,  552.  287 

764. 266, 187 

819.252.279 

881.563,592 

944,576,018 

1.012.899,095 

1.  OSO.  139.  708 

1.147.273,523 

1,  229, 377,  814 

1,304,385,0.35 

1, 365,  299,  749 

1,420,012,571 

1, 505.  464. 984 

1,  604.  426,  324 

1,  680, 936.  546 
1,916.235,082 

2,  196.  673. 032 

2,  350, 450,  298 
2,499,629,811 
2,689,218,038 
2,879.023.884 
3. 100.  756.  578 
3. 303,  842,  471 
3.499,028,125 

3.  700,  580,  850 

3,  913.  243, 002 

4,  Kb,  474,  187 
4,  096, 140. 160 
3,998.518,001 
3. 813.  844.  a34 
3.  704.  527.  648 
3,  705. 020. 135 
3,  778. 148,  862 
3,  859,  216,  703 
3, 893,  591, 675 

$9, 335 

Dec.  31,  1870 

8, 991,  766 

1880             

18, 346,  212 

1881 

18  859,459 

1882 

19,  794.  672 

1883 

21,115,321 

1884 

22,  528,  971 

1885 

24.  265. 257 

1886 

26  669  878 

1887 

28,  858, 019 

1888               -              

32,672,811 

1889 

37, 116,870 

1890 

42. 3.53, 91S 

1891 

48, 826,  755 

1892                                        

56,  236, 089 

1893 

64  071, 183 

1894 

73,  349,  708 

1895 

82. 902.  390 

1896                                 ..                              .     . 

92,  633,  604 

1897 

103. 375,  536 

1898 

115,446,643 

1899    

126.  646, 728 

1900 

139.512. 168 

1901 

151  944  759 

1902 

165. 042, 436 

1903 

178, 200,  625 

1904 

194  777,433 

1905 - _ 

208,417,073 

1006 

221,101.714 

1907 

1908 

232. 819,  246 
248  026,  220 

1909.. 

262,441,989 

1910          .                              

273. 813. 037 

1911 

285  575  219 

1912.... 

297.  764, 038 

1913 

310.5.56.962 

1914 

328,  247,  427 

1915 

343  631  110 

1916 

363, 084,  218 

1917.. 

1918 

414,837,472 

1919... 

440,861,776 

1920. 

472.  693,  362 

1921 

507, 085,  694 

1922 

546  "296  308 

1923 

589, 029,  701 

1924 

632, 002, 040 

1925 

678. 201, 610 

1926 

728  766  311 

1927... 

781,604,916 

1928  . 

839,226,915 
888  477,285 

1929 

-     1930 .     

1931 

937,721,306 
977,265,829 
996, 003, 967 

1932 

1933 

998  295  384 

1934 

1,018,384,037 

1935 

1,071,991,953 

1936 

1, 129,  8.53,  698 

1937 : 

1, 178,  428, 637 

1938 

1,233,101,693 
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Bor.ds  Ovmed  December  SI,  1938 

{Items  •— At  market  prices] 

[For  basis  of  all  bond  valuations  see  explanation  on  page  13  and  Auditors'  report  on  page  22] ' 

U.  8.  A.  GOVERNMENT  BONDS 


Par  value 

Admitted  asset 
value 

America,  United  States  of: 

Treasury  Bonds  3H%,  3/15/1943-41 

$2,  700,  000. 00 
3, 004, 000. 00 

10.004,000.00 
9, 000,  000. 00 
5, 000, 000.  00 
7, 000, 000. 00 
1,600,000.00 

29,005,000.00 
5, 870,  000. 00 

23.522,000.00 

$2, 731, 275.  30 

Treasury  Bonds  3Vi%,  10/15/1945-43 

3  124  443  18 

Treasury  Bonds  3!^%,  4/15/1946-44 

10.419.096.89 

Treasury  Bonds  ZH%,  6/15/1947-13 

Treasury  Bonds  2K%,  9/15/1947-45    .     . 

5,305,397  23 

Treasury  Bonds  3%,  6/15/1948-46 

7  386  048  82 

Treasury  Bonds  2^%.  9/15/1948 

1,658.994.24 

Treasury  Bonds  3^6%,  6/15/1949-46 

29,498,411.21 

Treasury  Bonds  2'^%,  3/15/1951-48 

6  104  512  64 

Treasury  Bonds  3%.  9/15/1955-51 

23, 870, 793. 87 

Total 

96,705,000.00 

99.  231. 304  85 

U.  S.  A.  GOVERNMENT  GUARANTEED  BONDS 


Federal  Farm  Mortgage  Corporation: 

3%  Bonds  due  1947  Opt.  1942 

$12,878,600.00 
2, 221, 400. 00 
22,  203. 100. 00 
4,  748, 300. 00 

$12,878,600.00 

2»^%  Bonds  due  1947  Opt.  1942 

2,  221, 400. 00 

3%  Bonds  due  1949  Opt.  1944 

22.  203. 100.  00 

3}^%  Bonds  due  1964  Opt.  1944 

4, 770,  941.  07 

Total 

42,  051.  400. 00 

42, 074, 041. 07 

CANADIAN  GOVERNMENT  BONDS 


Dominion  of  Canada: 

Thirty-Year  Bonds  3%,  1967 

$1, 600, 000. 00 
2, 000,  000.  00 
4.296.000.00 

$1,549,703.' 

Thirty- Year  Bonds  3%.  1968    

1.  94.5. 984.  2J 

Thirty-Year  Bonds  5%,  1952-42 

4, 291,  858.  21 

Total 

7,896.000.00 

7,  787, 540. 38 

U.  S.  A.  STATE,  COUNTY,  AND  MUNICIPAL  BONDS 


Alabama,  Public  Roads,  Highway  <t  Bridge.  Series  D.  4)^%.  1946  &  1948. 

Alabama,  Public  Road,  Highway  A  Bridge,  Series  D-1.  4%,  1950 

Alabama,  Public  Road,  Higliway  &  Bridge.  Series  D-2,  41.4%,  1955 

Alabama,  Public  Road,  Highway  &  Bridge.  Series  E-2,  4J^%,  1958  &  1960. 
Alabama,  Public  Road,  Highway  &  Bridge.  Series  F,  ih%,  1958  A  1962  . 
Alabama,  Public  Road,  Highway  &  Bridge.  Series  Q-1.  4^%,  1946 &  1949. 
Alabama,  Public  Road,  Highway  <J:  Bridge,  Series  0-1,  (Keg.)  4}i%, 

1946  &  1949 

Alabama,  Public  Road,  Highway  <fe  Bridge,  Series  0-2.  4%,  1954 

Alabama,  Public  Road,  Highway  &  Bridge,  Series  0-2,  (Reg.)  4%,  1954. 

Alabama,  Public  Road,  Highway  &  Bridge.  Series  H-1,  4%,  1950 

Alabama.  Public  Road,  Highway  &  Bridge,  Series  I,  41^%,  1951  A  1953.. 
Alabama,  Public  Road,  Highway  &  Bridge,  Series  J,  4H%.  1955 


Alabama,  Public  Roadi  Highway  &  Bridge,  Series  J,  iU^c,  1943-1948. 
Alabama,  Public  Road.  Highway  &  Bridge.  Series  K-1.  4^3%.  1952. 


Alabama,  Public  Road.  Hi^'hway  &  Bridge,  Series  K-2, 4H%.  1956  &  1959 . 

Alabama,  Renewal,  Class  \,  4%,  1956 

Amsterdam,  N.  Y.,  New  Intermediate  School  Bide.,  4^%,  I960 

Amsterdam.  N.  Y.,  New  Intermediate  School  Bldg.,  &  High  School  Bldg. 

imp.,  414%,  I960 

Amsterdam,  N.  Y.,  New  Intermediate  School  Bldg.  Site,  4^%.  1959 

Amsterdam,  N.  Y.,  School  Series  A  and  B,  4.10%,  1942-195S .— 

Amsterdam,  N.  Y.,  Upper  Vrooman  Ave.  School  Bldg.  Series  B,  4H%. 

1959  &  1960 

Anderson  County,  S.  C.  Road.  2H%.  1939-1946 

Anoka  County,  Minn.,  Trunk  Highway  Reimbursement,  6Ji%,  1930-1941. 

Arlington  County,  Va.,  Siiwer,  4%,  1940-1963 

Arlington  Heights  Township  High  School  Dist.  No.  214,  Cook  County, 

III.,  School  Bldg.,  3V^%,  1953-1968 


Ashtabula,  Ohio,  Electric  Light  Plant,  6%,  1939-1945 
Atliens  County,  Ohio,  Gen.  Fund  Road  5%,  1939 


Atlantic  City,  N.  J.,  itef.  2H%-4H%.  1973  Opt.  1936 

Atlantic  City.  N.  J..  Rof.  Water  3%-4H%.  1973  Opt.  1936 

Auburn,  Ind.,  Sewage  Works  Rev.  4%,  1939-1958 

>  Explanatory  note  on  original  document.    Corre.<:pondiDg  appendix  pages  i 


$20,000.00 

$21,661.89 

60,  000. 00 

65.  784. 90 

51,000.00 

56,126.66 

81, 000. 00 

89, 675.  37 

113,000.00 

131.'63S.42 

125, 000. 00 

133,511.80 

899. 000. 00 

961, 603. 57 

35. 000. 00 

38,654.30 

170,000.00 

182, 008. 56 

296. 000. 00 

312. 386. 34 

23,000.00 

27, 507. 64 

5.000.00 

5, 039.  75 

230.000.00 

249.  643. 86 

50.000.00 

58,108.11 

48,000.00 

64,907.60 

100.000.00 

111.368.15 

11,000.00 

11,782.32 

6.000.00 

6,355.61 

1.000.00 

1.  OCR.  92 

60.000.00 

89.879.65 

2,000.00 

2.140.07 

378, 000. 00 

383.248.83 

45,000.00 

45, 146. 81 

748,000.00 

805,146.05 

60, 000. 00 

61,964.68 

160.000.00 

161.730.47 

10,000.00 

10, 048  66 

610,000.00 

463.865.09 

64. 000. 00 

61.856.29 

90,000.00 

97.118.17 

arelCOOetseq 

.  and  1604  et  aeq. 
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Admitted  asset 
value 


Aurora,  HI.,  Bridge  4H%,  1939-1948 - 

Baldwin  County,  Ala.,  Special  Road  &  Bridge  Imp.  Ser.  A,  5%,  1946.... 
Baltimore  County,  Md.,  Metropolitan  Dist.,  Issue  of  6/1/1927, 4H%,  1943- 

1967 

Baltimore,  Md.,  2nd  Sewer  Serial  Loan  of  1924,  Series  30  <fe  32,  4%,  1965  & 

1967 - - - 

Baltimore,  Md.,8rd  Sewer  Serial  1933-1967  Loan  Series  32,  4%,  1964 

Bayonnc,  N.  J.,  Oen.  Funding  4^%,  1944-1951 - 

Bayonne,  N.  J.,  Oen.  Imp.  6%.  1950-1957 - 

Bayonne,  N.  J.,  Imp.  4H%,  1944-1949 _ 

Bayonne,  N.  J.,  Library,  6%,  1963 

Bayonne,  N.  J.,  School,  i}4%,  1945-1949 

Bayonne,  N.  J.,  School,  Second  Series,  414%,  1949-1958 — . 

Bayonne,  N.  J.,  Water,  4^%,  1945-1949 .. 

Benton  County,  Iowa,  Primary  Road  5%,  1939-1942 -. 

Berrien  County,  Mich.,  Highway  Imp.  Ref.  2]4%,  1940  &  1941  Opt.  1938. 
Berrien  County,  Mich.,  Highway  Imp.  Ref.  2H%,  1943-1946  Opt.  1938... 

Birmingham,  Ala.,  Drainage,  4H%,  1947 

Birmingham,  Ala.,  Public  Library,  5%,  1949-1954..* 

Birmingham,  Ala.,  Grade  Crossing  Abolition  4H%,  1946 • 

Birmingham,  Ala.,  Park,  4^%,  1948-1957 

Birmingham,  Ala.,  Park,  4H%,  1947-1955 

Birmingham,  Ala.,  Public  School  Bldg.  4H%,  1943.. 

Birmingham,  Ala.,  Public  School  Bldg.  4^%.  1949-1952 

Birmingham,  Ala.,  Public  School  5%,  1950 

Bloomington,  111.,  Ref.  Series  of  1934,  m%.  1939-1954 

Blount  County,  Tenn.,  Road  5%,  1941-1956 

Boston,  Mass.,  City  loan,  Mun.  Relief  Loan,  Act  of  1936, 2}i%,  1042-1945. 

Boston,  Mass.,  City  Loan  4%,  10/1/1942 

Boston,  Mass.,  City  Loan  4%,  11/1/1947-5/1/1950 

Boston,  Mass.,  City  Loan  4%,  12/1/1944-1949 

Boston,  Mass.,  City  Loan  4Vi%,  1943 

Boston,  Mass.,  City  Loan,  Trafl3c  Tunnel,  Act  of  1929,  4%,  1980  Opt.  1950. 
Boston,  Mass.,  City  Loan,  Traffic  Tunnel,  Act  of  1929,  4K%,  1981  Opt. 

1951 

Boston,  Mass.,  City  Loan,  Traffic  Tunnel,  Act  of  1929,  4M%,  1982  Opt. 

1962 

Boston,  Mass.,  City  Loan,  Traffic  Tunnel,  Series  B,  414%,  1963  Opt.  1953. 
Boston,  Mass.,  Rapid  Transit  Loan  Boylston  St.  Subway  4%,  1/1/1960  & 

7/l/19«0 

Boston,  Mass.,  Rapid  Transit  Loan  Boylston  St.  Subway  4%,  1957 

Boston,  Mass.,  Rapid  Transit  Loan,  Dorchester  Rapid  Transit  4%, 

4/1/1971  &  10/1/1971 

Boston,  Mass.,  Rapid  Transit  Loan,  Dorchester  Rapid  Transit  4%,  1972. 
Boston,  Mass.,  Rapid  Transit  Loan,  Dorchester  Rapid  Transit  3H%, 

1972 

Boston,  Mass.,  Rapid  Transit  Loan,  Dorchester  Rapid  Transit  4Ji%, 

1974 

Boston,  Mass.,  Rapid  Transit  Loan,  Dorchester  Tunnel  4%,  1/1/1960.... 
Boston,  Mass.,  Rapid  Transit  Loan,  Dorchester  Tunnel  (Reg.)  4%, 

1/1/1960 

Boston,  Mass.,  Rapid  Transit  Loan,  Dorchester  Tunnel  4%,-6/l/1961._.. 
Boston,  Mass.,  Rapid  Transit  Loan,  Dorchester  Tunnel  4%,  10/1/1957 

&  4/1/1971 

Boston,  Mass.,  Rapid  Transit  Loan,  East  Boston  Tunnel  Alterations 

4%,  5/1/1967 

Boston,  Mass.,  Rapid  Transit  Loan,  East  Boston  Timnel  Alterations 

4%,  10/1/1969 

Boston,  Mass.,  Rapid  Transit  Loan,  East  Boston  Tunnel  Ext.  4%,  1957. 

Bridgeport,  Ohio,  Village  School  Dist.  bH%,  1940-1948 

Bronxville,  N.  Y.,  Public  Imp.  3.70%.  1939-1974 

Brown  County,  Wis.,  County  Insane  Asylum  4%,  1941-1948 

Buckingham  County,  Va.,  Highway  5%,  1939-1947.. 

Buffalo,  N.  Y.,  City  Contribution-Relief  Project  3.20%,  1939-1948 

Buffalo,  N.  Y.,  Qen.  Imp.  Water  Supply  3%,  1954-1958 

Buflalo,  N.  Y.,  Home  Relief  3.20%,  1939-1948 

Buffalo,  N.  Y.,  Ref.  3%.  1954-1958 

Buflalo,  N.  Y.,  Ref.  3.60%,  1947... 

Buffalo,  N.  Y.,  Ref.  4.20%,  1951-1953-. — . 

Buflalo,  N.  Y.,  Work  Relief  and/or  Home  Relief  2.20%,  1944 

Buflalo,  N.  Y.,  Work  Relief  and/or  Home  Relief  4}^%,  1944 

Buncombe  County,  N.  C,  Ref.  l%-4%,  1976 

California,  Gen.  Relief  3H%,  1940-1943 

California,  Highway  4Ji%,  1959 

California,  San  Francisco  Harbor  Imp.  Act  of  1909  4%,  1985,  Opt.  1951... 
Calicoon,  Delaware,  Bethel,  Fremont,  Cochecton,  and  Liberty,  Central 

School  Dist.  No.  1,  Sullivan  County,  N.  Y.,  School  3.25%,  1954-1961... 

Campbell  County,  Va.,  Road  4i^%,  1939-1950. 

Canton,  Ohio,  24th  St.  N.  E.  Imp.  4}^%,  1939  &  1940 

Canton.  Ohio,  25th  N.  W.  Imp.  4^%,  1939 


$64,000.00 
165,  000. 00 

693,000.00 

55, 000. 00 
65. 000. 00 
445, 000. 00 
50, 000. 00 
227,000.00 
10. 000. 00 
9, 000.  00 
295,  000. 00 
14, 000.  00 
102,000,00 
175,000.00 
13, 000.  00 
35.000.00 
30, 000. 00 
10,000.00 
137,000.00 
40, 000. 00 
20,000.00 
100. 000. 00 
160,000.00 
112, 000. 00 
140,000  00 
1,000.000.00 
50, 000. 00 
116,000.00 
229, 000.  00 
60,000  00 
285,000.00 

115,000.00 

100,000.00 
60,000.00 

59, 000. 00 
107, 000. 00 

112,000.00 
360, 000. 00 


50, 000.  00 
41,000.00 


100,000.00 

5,000.00 
100,000  00 
80,000.00 
49.  OOO.  00 
93, 000. 00 
18, 000.  00 
300, 000.  00 
125, 000. 00 
600,000.00 
450, 000. 00 
100,000.00 
200,000.00 
125, 000. 00 
500,000.00 
704,000.00 
3,000,000.00 
900,000.00 
250, 000. 00 

70, 000. 00 
64,000.00 
9,000.00 
10, 000. 00 


!r64.  510. 99 
179,549.02 

757, 203. 66 

57,  592  27 
67.998.58 
464, 958.  67 
56. 653.  73 
231, 988.  28 
11,457.61 
9,  218. 69 
298.  367.  70 
14, 293. 16 
102,  755. 23 
174,809.04 
12, 979. 66 
38,  542.  57 
34,059.15 
10.  596. 40 
139,072.40 
43, 793. 26 
20.957.31 
103, 428. 03 
165. 003. 74 
119.946.82 
145,  367. 30 
1, 008. 207.  53 
62, 485. 23 
120, 845.  49 
236,860.04 
53, 255. 69 
291,953.57 

126, 610.  74 


117,  217. 98 
367,255.91 


54,  878. 28 
43,402.11 


103, 451.  57 

5, 180.  46 
105, 000.  39 
80,733.86 
49,250.75 
94, 686. 07 
18,314.99 
302,  508. 97 
125, 000. 00 
504, 181. 02 
450, 000.  00 
103, 332. 90 
223, 163.  64 
119, 504.  33 
502, 785.  47 
277,876.33 
3, 082, 845. 68 
1, 071, 365. 09 
275,  904. 24 

70,  498.  62 
64,000.00 
9, 008.  34 
10, 002. 45 
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Admitted  asset 
value 


Canton,  Ohio,  Storm  Water  Sewer  4^%,  1939-1946. 

Carroll  County,  Tenn.,  Oen.  Ref.  Ser.  C  5%,  1961,  Opt.,  1936 

Carroll  County,  Tenn.,  Gen.  Ref.  Ser.  D  5%,  1961,  Opt.,  1936 

Catawba  County,  N.  C,  Gen.  Ref.  3i^%,  1954-1957 

Catawba  County,  N.  C,  Gen.  Ref.  3H%.  1941-1953 

Catawba  County,  N.  C,  Road  Funding  3H%,  1954-19.''i7. 

Catawba  County,  N.  C,  Road  Funding  3«i%,  1941-1953 

Catawba  County,  N.  C,  School  4%,  1944-1964 

Catawba  County,  N.  C,  School  Bldg.  4%,  1944-1952 -. 

Catawba  County,  N.  C,  School  Funding  3}-2%.  1954-1957 

Catawba  County,  N.  C,  School  Funding  3»4%,  1941-1953 

Catawba  County,  N.  C,  School  Ref.  3Ji%,  1954-1957 _ 

Catawba  County,  N.  C,  School  Ref.  3=4%,  1941-1953 _.. 

Cedar  Rapids,  Iowa.  Ind.  School  Dist.  4%,  1943-1954 

Charleston,  S.  C.  School  Dist.  5%,  1948.. 

Charleston,  S.  C.  School  Dist.  No.  20,  Charleston  County  Z}4%,  193&- 

1957 

Charleston,  S.  C.  School  Dist.  No.  20,  Charleston  County  3K%.  1958- 

1962... 

■Charlotte,  N.  C,  Fire  Fighting  Equip.  4%,  1944  &  1945 _ 

Charlotte,  N.  C,  Grade  Cro.ssing  Ellm.  i]4%,  1951  &  1952.... 

Charlotte,  N.  C,  Publiclmp.  414%,  1951  &  1952 

dharlotte  N.  C,  Ref.  4%,  1944-1951 

■Charlotte,  N.  C,  Ref.  Water  4%,  1944-1951 

■Charlotte,  N.  C,  Sanitary  Sewer  414%,  1951  &  1952 _ 

Charlotte,  N.  C,  St.  Widening  &  Ext.  4J4  %,  1951  &  1952... 

Charlotte,  N.  C,  Water,  4^%,  1961... 

Cherokee  County,  S.  C,  Highway  4%,  1943-1948. 

Chester  County,  8.  C,  Highway  Paving  3%,  1948-1951 

Chester  County,  S.  C,  Highway  Paving  414%,  1943-1952 

Chicago,  111.,  Board  of  Education  Ref.  4Ji%,  1954 ..;. 

Chicago,  111.,  Board  of  Education  Revolving  Fund,  iH%,  1954  Opt,  1944. 

Chicago,  111.,  Board  of  Education  Ref.  3>^%,  1955  Opt.  1946 

Chicago,  111.,  Ref.  4}^%,  1954 

Chicago,  111.,  Direct  Obligation  4%,  1940-1948 

Chicago,  111.,  Water  Works  System  3%,  1951. 

Chicago  Park  Dist..  111.,  Funding,  3>^%,  1956  Opt.  1946 .... 

Chicago  Park  Dist.,  111.,  Ref.  Series  A,  4%,  1955  Opt.  1946 

Chicago  Park  Dist.,  111.,  Ref.  Series  B,  4%,  1955  Opt.  1940-1955 

Chicago  Park  Dist.,  111.,  Ref.  Series  B,  4^%,  1955  Opt.  1942-1947 

Chicago  Park  Dist.,  111.,  Ref.  Series  B,  4»^%,  1955  Opt.  1940-1945 

Chicago  Park  Dist.,  111.,  Ref.  Series  B,  iH%,  1955  Opt.  1940-1949 

Chicago  Park  Dist..  111.,  Ref.  Series  C,  3H%.  1955  Opt.  1946 

Chicago  Park  Dist.,  111.,  Ref.  Series  D,  4%,  1955  Opt.  1946 

Chicago  Park  Dist.,  111.,  Ref.  Series  E,  3H%,  1956  Opt.  1946 

Chicago  Park  Dist.,  111.,  Revolving  Fund  33^%,  1956  Opt.  1946 

Chicago  Sanitary  Dist.,  III.,  Ref.  Series  A,  4%,  1955  Opt.  1945 

Chicago  Sanitary  Dist.,  111.,  Ref.  Series  B,  4%,  1955  Opt.  1940-1954 

Chicago  Sanitary  Di.st.,  111.,  Ref.  Series  B,  4^%,  1955  Opt.  1942-1949 

Chicago  Sanitary  Dist.,  111.,  Ref.  Series  B,  4H%,  1955  Opt.  1941-1952 

Clark  County,  Wis.,  Insane  Asylum  5H%.  1942 

Clayton  County,  Iowa,  Primary  Road  Ref.  214%,  1939-1942 

Clearwater,  Fla.,  Waterworks  Rev.  Ctfs,  4%.  1939-1955 

Cleveland.  Ohio,  Board  of  Education,  Bldg.  4J^%,  1941... 

Cleveland,  Ohio,  City's  Portion  Paving  &  Sewer,  11th  Series,  3H%,  1947- 

Cleveland,"  Ohioi  City's"  Porti'o'n'st.'  Opening  4}i%,  194'6^19"4"9 

Cleveland,  Ohio,  Cuyahoga  River  Imp.  3rd  Series,  3%,  1948-1952 

Cleveland,  Ohio,  Deficiency  6>4%,  1940-1949 

Cleveland,  Ohio,  Gen.  Sewer,  1st  Series  4%,  1951-1956 

Cleveland,  Ohio,  Gen  Sewer,  7th  Series,  3%,  1948-1952 

Cleveland,  Ohio,  Ref.  2%%,  1943  &  1944 

Cleveland,  Ohio,  Ref.  3>i%,  1944-1953 

Cleveland,  Ohio,  Sewage  Disposal  3rd  Series,  4%,  1958 

Cleveland,  Ohio,  Sewage  Disposal  4th  Series,  4%,  1943-1952 

Cleveland,  Ohio,  Water  Works  5}^%,  1939  &  1943 

Cleveland,  Ohio,  Water  Works  5%,  1947... 

Cleveland,  Ohio,  Water  Works  4M%,  1940-1958 

CoUinsville,  III..  Funding,  4^%,  1945-1953 

Columbia  County,  N.  Y.,  Bridge-Highway  4%,  1948-1958 

Columbia  County,  N.  Y.,  Gen.  Series  A-  Highway  Series  A,  4>4%,  1839- 

Colum'buK  Ohio", 'Prambes"  A ve". "ReYief  Se wer"4H%."  1946" '..." 

Columbus,  Ohio,  Incinerator  Fund  No.  1.  3H%,  1941-1944. 

Columbu-s  Ohio,  Intercepting  Sewers  Fund  No.  1,  4%.  1940-1948 

Columbus,  Ohio,  Main  St.  Bridge  Fund  No.  1.  3H%,  1940-1946 

■Columbus,  Ohio,  Mun.  Electric  Light  Plant  Ext.  No.  10,  8%,  1940 

iColumbus,  Ohio,  Relief  Sanitary  &  Storm  Sewers,  Fund  No.  1, 3%,  1943- 
1988 


Sl.-i,  000.  00 
49,  000. 00 
20,  000.  00 
24,  000.  00 
48,  000. 00 
8,000.00 
18, 000.  00 
62,  000. 00 
17,  000.  00 
15, 000. 00 
29. 000  00 
8,  000.  00 
15,  000.  00 
300,  000. 00 
100, 000.  00 

120,000.00 

75,000.00 

6,000.00 

4,000.00 

52, 000. 00 

58, 000.  00 

87. 000. 00 

24. 000.  00 

14.000.00 

6.000.00 

90.000.00 

224.000.00 

120.000.00 

1.000,000.00 

4.  245. 000. 00 

1,000,000.00 

736, 000. 00 

125,000.00 

86, 000. 00 

1,031,000.00 

2,  494, 000. 00 

366,000.00 

200,000.00 

69,000.00 

830, 000. 00 

581,000.00 

530, 000. 00 

141,000.00 

857, 000. 00 

1,  503. 000. 00 

2.079,000.00 

781.000.00 

1,  532. 000. 00 

50.000.00 

210.000.00 

76. 000. 00 

40.000.00 

165. 000. 00 
50.000.00 

200, 000. 00 

730,000.00 
84,000.00 

100,000.00 

288,000.00 

1, 512, 000. 00 

5,000.00 

788,000.00 
30,  COO.  00 
25,000.00 

500,000.00 
70,000.00 
50,000.00 

71,000.00 
39,000.00 
108,000.00 
214, 600. 00 
37,000.00 
40,000.00 

150,000.00 
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Columbus,  Ohio,  Relief,  Sanitary  &  Storm  Sewers  Fund  No.  1,  4%,  1940- 


1947. 


Columbus,  Ohio,  South  Side  Storm  Sewer  4H%,  1945 

Columbus,  Ohio,  12th  Ave.  Relief  Sewer  5%,  1940 

Columbus,  Ohio,  Widening  High  St.  i%,  1939. 

Columbus,  Ohio,  City  School  Dist.  5%,  1945-1947 , 

Cook  County,  111.  Ref.  Scries  A,  4%.  1950  Opt.  1944-1946 

Cook  County  Forest  Preserve  District,  111.,  Ref.  Series  B,  4%,  1951  Opt. 
1946. 


Cranston,  R.  I.,  Ref.  Land  Purchase  4}.^%,  1959-1972 

Cranston,  R.  I.,  School,  Acts  of  1926,  1929,  1930,  4H%,  1946-1970 

Cranston,  R.  I.,  School,  Act  of  1931,  4i-^%,  1966-1971 , 

Craven  County,  N.  C.  Ref.  Series  A,  2i^%-4i^%,  1976  Opt.  1937 

Crawford  County,  Iowa,  Ref.  3H%,  1941-1944 _... 

Croton-on-Hudson,  N.  Y.,  Water  System,  Harmon  Ext.,  4%,  1942-1957.. 

Cumberland,  Md.  City  Hall  Anex  Imp.,  4H%.  1954 • 

Cumberland,  Md.,  Front  St.  Imp.,  4H%,  1954 

Cuyahoga  County,  Ohio,  Main  Ave.  Bridge,  Series  C,  3H%.  1961-1957.. 

Cuyahoga  County,  Ohio,  Ref.  4H%,  1940-1946  Opt.  1942 

Cuyahoga  County,  Ohio,  Road  Imp.  Loan,  5^%,a939 

Cuyahoga  County,  Ohio,  Sewerage  Imp.,  4H%,  1939-1943 , 

Cuyahoga  County,  Ohio,  Water  Supply  Imp..  5%,  1939-1941 

Dade  County,  Fla.,  Ref.  Bldg..  3»i%,  1944-1947 

Dade  County,  Fla.,  Ref.  Highway  &  Bridge,  3'-^%,  1943-1947 

Danbury,  Conn.  Ref.  Serial,  Issue  of  1933,  5H%,  1940-1946 

Darlington  County,  S.  C,  Highway  Reimbursement,  3H%,  1945-1954.. 

Dayton,  Ohio,  Grade  Crossing  Elim.,  Series  B,  4j^%,  1943-1948 

Dayton,  Ohio,  Grade  Crossing  Elim.,  Series  D,  4H%,  1943-1948 

Dayton,  Ohio,  Grade  Crossing  Elim.,  Series  C,  ZH%,  1947-1956 

Dayton,  Ohio,  Grade  Crossing  Elim.,  Series  E,  4%,  1941-1957 

Dayton,  Ohio,  Sewage  Disposal  Plant,  Series  F,  4^%,  1948-1952 

Dayton,  Ohio,  Water  Works  Ext.  &  Imp..  4Ji%,  1939-1950. 

Davtona  Beach,  Fla.,  Water  Rev.  Ctfs.,  4%,  1939-1952 

Decatur,  Ala.,  Ref.,  4%,  1939-1957. 


Des  Moines,  Iowa,  Bridge  Fund,  2M%.  1939-1942 

Des  Moines,  Iowa,  Grading  Fund,  2}4%.  1939-1943 

Des  Moines,  Iowa,  Sewer  Outlet  Fund,  2i^%,  1939-1944 

Detroit,  Mich.,  Public  UtUity  (St.  Railway),  4>^%,  1944-1949 

Detroit,  Mich.,  Public  Utility  (St.  Railway),  5H%.  8/15/1944 

Detroit,  Mich.,  Public  Utility  (St.  Railway),  5H%.  11/1/1945 

Detroit.  Mich..  Public  Utility  (St.  RaOway),  5H%,  5/1/1948 

Detroit,  Mich.,  Public  Utility  (St.  Railway),  5H%,  5/1/1949 

Detroit,  Mich.,  Public  Utility  (St.  Railway),  5H%,  8/1/1950 

Detroit,  Mich.,  Public  Utility  (St.  Railway),  6%,  1947 

Detroit,  Mich.,  Public  Utility  (St.  Railway)  (Reg.),  6%,  1947 

Detroit,  Mich.,  Public  Utility  (Water  Supply),  4%,  5/1/1961.. 

Detroit,  Mich.,  Public  UtUity  (Water  Supply),  4%,  11/15/1958 

Detroit,  Mich.,  Art  Museum  Ref.,  4H%.  1951 

Detroit,  Mich.,  Grade  Separation  Ref.,  4H%,  1/1/1951 

Detroit,  Mich.,  Grade  Separation  Ref.,  4H%,  12/15/1953 

Detroit,  Mich.,  Heating  Plant  Ref.,  4H%,  1951 

Detroit,  Mich.,  Hospital  Ref.,  4H%,  1948  &  1951 2 

Detroit,  Mich.,  Hospitals,  Ref.,  Series  A,  5H%.  1945 

Detroit,  Mich.,  Park  &  Playground  Ref.,  Series  A,  5H%,  1945-1948 

Detroit,  Mich.,  Public  Lighting  Ref.,  4H%,  1/1/1948... 

Detroit,  Mich.,  Public  Lighting  Ref.,  4;-4%,  12/15/1953 

Detroit,  Mich.,  Public  School  Ref.,  Series  A,  iH7o,  1947 

Detroit,  Mich.,  Public  School  Ref.,  4K%,  1949 

Detroit,  Mich.,  Public  School  Ref.,  4H%,  1948.... 

Detroit,  Mich.,  Public  School  Ref..  Series  A,  5}4%,  1944-1948 

Detroit,  Mich.,  Ref.,  Series  B,  3K%,  1962  Opt.  1934. 

Detroit,  Mich.,  Ref.,  Series  C,  (Dated  8/1/1934)  3M%.  1962  Opt.  1935.... 
Detroit,  Mich.,  Ref.,  Series  C,  (Dated  lO/l  1934)  3H%,  1962  Opt.  1935... 
Detroit,  Mich.,  Ref.,  Series  C,  (Dated  4/1/1935)  3>i%.  1962  Opt.  1935.... 

Detroit,  Mich.,  Ref.,  Series  F,  3^%,  1958-1962 

Detroit,  Mich.,  Ref.,  Series  F,  4%,  1648-1956. 

Detroit,  Mich.,  School  Ref.,  Series  D,  4H%,  1962  Opt.  1934 

Detroit,  Mich.,  Sewer  Ref.,  Series  D,  4H%,  1962  Opt.  1934 

Detroit,  Mich.,  St.  Railway  Ref.,  Series  C,  3^%,  1942-1946 

Detroit.  Mich.,  Water  Ref.,  Series  D,  3^%.  194&-1949 

Douglas  County,  Wis.,  Highway  Imp.  Series  A,  6%,  1941 

Duluth,  Minn.,  Board  of  Education,  Funding  2.60%,  1940-1943 

Duluth,  Minn.,  Water  &  Light  Ref.,  4%,  1939-1947 

Durham,  N.  C,  Sewage  Disposal,  4%,  1943-1971 

Durham,  N.  C,  Sewer,  4Ji%,  1954-1968 

Durham,  N.  C,  St.  Widentog  &  Ext..  i»A%,  1959-1972 

Durham,  N.  C,  Underpass,  iH%,  1959 

Durham,  N.  C,  Water,  4^%,  1954  &  1969 

Durham,  N.  C,  Water  Works  Ext.,  i*A%,  1959  &  1962 


$173,  000. 00 
60,  000.  00 
40, 000. 00 
69, 000. 00 
63,  000.  00 
721,000.00 

2,  361, 000. 00 

7,  500. 00 

112, 000. 00 

42, 000. 00 

240,  858.  CO 

71,000.00 

60,  000. 00 

50, 000. 00 

100, 000. 00 

633, 000. 00 

7,200.00 

2, 000.  00 

375, 000. 00 

28, 000. 00 

267, 000.  00 

172, 000. 00 

173, 000  00 

110,000.00 

33.  000.  PO 

42,  000.  00 

100, 000. 00 

75, 000.  00 

100, 000.  00 

79, 000.  00 

98,  000.  00 

312, 000. 00 

29,  000. 00 

25, 000. 00 

109, 000.  00 

475,  000.  00 

35, 000. 00 

112, 000. 00 

75, 000.  00 

35, 000.  00 

104,  000.  00 

68, 000. 00 

225,  000. 00 

125,000.00 

175,  000. 00 

43,000.00 

12,  COO.  00 

18,  000.  00 

12,000.00 

32, 000. 00 

10, 000. 00 

133,000.00 

67,000.00 

27, 000. 00 

100, 000. 00 

100: 000. 00 

84,  OCO.  00 

321,000.00 

10.312.50 

6, 874. 90 

3,  437.  51 

3,  438.  76 

1,684,000.00 

971,000.00 

500.000.00 

600,000.00 

955, 000. 00 

500,000.00 

87,000.00 

95, 000. 00 

90,000.00 

355,000.00 

37, 000. 00 

12,000.00 

4,000.00 

22, 000.  CO 

50, 000. 00 


Admitted  asset 
value 


$181, 342. 96 
59,  455.  35 
40. 112. 08 
69,  040. 82 
67, 493. 93 
758, 262.  74 

2,  456, 054.  86 

8, 173.  67 

115.790.06 

45,784.51 

160, 102.  88 

74, 157.  44 

62, 131. 19 

53, 478.  60 

106, 902.  75 

661.795.45 

7,  200.  00 

2, 005.  50 

377, 087.  28 

28.  257  22 
268, 988.  27 
173,  278. 96 
187.  876. 19 
112,152.94 

34.  681.  51 
44,  549.  77 

103, 658. 95 
77, 824. 83 

116,978.35 
79,  052. 00 
98, 872.  81 

322,  312.  73 

29,  254. 62 
25,214.18 

109,919  91 

489,  456.  65 

37, 096.  41 

125, 869.  61 

83,  381.  70 

38,  782.  33 

118,659.85 

76,  243. 94 

255, 169.  27 

116,252.29 

163,  585.  25 

44,411.25 

12,393.83 

18,  595. 26 

12,  393. 83 

33, 134.  61 

10,  483.  99 

137,  747.  65 

69,511.16 

27, 892.  90 

104,  593.  22 

102, 160. 10 

87.148.33 

327, 083. 19 

10,312.50 

6,874.99 

3, 437. 51 

3,438.78 

1,676,473.03 

1,014,067.63 

488, 626. 75 

686,350.90 

977,723.04 

610,677.03 

90,891.71 

96,021.82 

96, 719. 66 

385,963.84 

43, 794.  50 

14,  533. 39 

4,  683.  20 

25,436.91 

55,137.83 
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Admitted  asset 
value 


East  Bay  Mun.  Utility  Dist.  Calif.,  Water  Bonds  of  1925,  5%,  1959-1673 

East  Bay  Mun.  Utility  Dist.  Calif.,  Water  Bonds  of  1928.  5%,  1973 

Eastchester,  N.  Y.,  Street  Assessment,  3.60%,  1943-lt50.-_. 

East  Orange,  N.  J.  Gen.  Imp.,  Series  12,  4H%,  1944  &  1948 

East  Orange,  N.  J.,  Serial  Funding,  4^%,  1940-1943 

East  Providence,  R.  I.,  Dam  &  Reservoir  Construction,  4%,  re60-1969.. 

East  St.  Louis,  111.,  Ref.,  iH7c,  1939-1942 

East  St.  Louis  Park  Dist.,  111.,  Ref.,  Series  A,  4M%,  1955  Part  Opt.  1950 
East  St.  Louis  Park  Dist.  111.,  Rof.,  Series  B,  4)^%,  1955  Opt.  1952-1954. 

East  St.  Louis  Park  Dist.  Ill,,  Ref.,  Series  C,  4H%,  1955 

Elizabeth,  N.  J.,  Gen.  Ref.,  4^%,  1939-1960 

Elizabeth,  N.  J.,  School,  iH%,  19.54-1961 

Elizabeth,  N.  J.,  School,  iVifo.  1955  &  1956 

Etowah  County,  Ala.,  Public  Road  &  Bridge  5%,  1945 

Eureka,  Calif.,  Water,  Series  2,  4%,  1951-1963 

Evanston,  111.,  Waterworks  Ext.,  4%,  1943-1955 

Fairfax  Countv,  Va.,  Highway,  5%,  1942 

Fairmont,  W.  Va.,  Ind.  School  Dist.,  4^%,  1939-1941 

Fall  River,  Ma.<;s.,  Fall  River  School  Loan,  Act  1917,  4H%,  1939 

Fall  River,  Mass.,  Fall  River  Sewer  Loan,  Act  1923,  4%,  1948-19.52 

Fall  River,  Mass.,  Fall  River  Technical  High  School  Loan,  Act  1927, 4%, 

1940-1943 

Fall  River,  Mass.,  Mun.  Relief  Loan,  Act  1935,  3H%,  1939-1943 

FallRiver.  Mass.,  Sewer  Loan  No.  37,  4%,  1939-1947 

Fall  River,  Mass.,  Sewer  Loan  No.  54,  4%,  1939-1947 

Fall  River,  Mass.,  Technical  High  School  Loan,  Act  1927, 4Ji%,  1939-1944 

Fayette  County,  Iowa,  Primary  Road  Ref.,  2^4%,  1940 

Fond  du  Lac  County,  Wis.,  Corporate  Purpose,  Series  1933,  5%,  1939  & 

1940 


Fbrdson  (now  Dearborn),  Mich.,  Addition  to  Mun.  Bldg.  Site  4Ji%,  1957 
Fordson    (now   Dearborn),    Mich.,    Mich.   Ave. -Miller   Road— Grade 

Separation  4K%,  1957 

Fordson  (now  Dearborn),  Mich.,  Police  &  Fire  Alarm  System  4Ji%,  1957 
Fordson  (now  Dearborn),  Mich.,  Police  Headquarters  Bldg.,  414%,  1957. 
Fort  Wayne,  Ind.,  Sewage  Works  Rev.  3H%,  1951-1968,  Part  Opt.  1941. ., 

Franklin  County.  Tenn.,  Road  5%,  1956 

Frostburg,  Md.,  Water  Imp.  4%,  1939-1962 

Frostburg,  Md.,  Water  Imp.  iH%,  1939-1959 

Golden  Gate  Bridge  &  Highway  Dist.  Calif.,  Bridge,  Series  A,  4Ji%, 

1961-1966 

Golden  Gate  Bridge  &  Highway  Dist.  Calif.,  Bridge,  Series  B,  4Ji%, 

1962-1964 

Golden  Gate  Bridge  &  Highway  Dist.  Calif.,  Bridge,  Series  C,  3Ji%, 

1957-1971 

Ooldsboro,  N.  C.  Water  3>4%,  1955-1963 

Ooldsboro,  N.  C.  Water  3H%.  1941-1954 

Grand  Forks,  N.  Dak.  Board  of  Ed.  of  Ind.  School  Dist.  No.  1,  Class 

Room  &  Assembly  Bldg.  3H%,  1939-1955 

Grand  Rapids,  Mich.  Water  Rev.  3%,  1953-1958 

Granville  County,  N.  C.  Public  Hospital  3%,  1946-1948 

Granville  County,  N.  C,  Public  Hospital  Z}4%,  1939-1945 

Granville  County,  N.  C,  School  3%,  1946-1950 

Granville  County,  N.  C,  School  3}^%,  1939-1945 

Greater  Greensboro  School  Dist.,  N.  C,  School  Bldg.  4H%,  1941-1949... 

Greensboro,  N.  C,  Municipal  Bldg.  5%,  1941-1943 

Greensboro,  N.  C,  Ref.  4%,  1948  &  1949 

Greensboro,  N.  C,  Water  &  Sewer  5%,  1940-1944 

Greenville,  N.  C,  Water  &  Light  3}i%,  1951-1963 

Greenville  County,  S.  C.  Highway  4}^%,  1941 

Hackensack,  N.  J.,  Gen.  Ref.,  Series  A,  B,  C,  F,  G,  H,4J^%,  1944-1949 

Haekensack,  N.  J.,  Gen.  Ref.,  Series  D,  4H%,  1944-1847 

Hackensack,  N.  .T.,  Gen.  Ref.,  Series  E,  4H%,  1945-1947 

Hamblen  County,  Tenn.,  Highway  5%,  1945 

Hamilton  County,  Tenn,,  Funding  3H%.  1939  &  1940 

Havre  De  Grace,  Md.,  Ref.  Series  B,  3Ji%.  1956  Opt.  1937 

Havre  De  Grace,  Md.,  Ref.,  Series  C,  3k %.  1950  Opt.  1941 

Haywood  County,  N.  C,  Road  &  Bridge  Funding  6%,  1939-1943 

Hempstead,  N.  Y.,  School  Dist.  No.  1,  414%,  1952-1964 

Highland  Park,  Mich.,  Public  Schools  of,  4Ji%,  1966 

Highland  Park.  Mich.,  Public  Schools  of,  4J^%,  1964 

Hillsborough  County,  Fla.,  Highway  Ref.  4^%,  1946-1947 

Hudson  County,  N.  J.,  Armory  Site  4Ji%,  1942-1947 

Hudson  County,  N.  J.,  Hospital  4%,  1942-1961 

Hudson  County,  N.  J.,  Road  4}i%,  1942-1947 

Humphreys  County,  Tenn.,  Highway  5%,  1946 

Huntington,  N.  Y.,  Highway-Incinerator  4%,  1944-1948 

Huntsville,  Ala.,  Ref.  4H%,  1949-1968 

Illinois,  Highway,  Act  of  1923,  Dated  3/1/1925,  4%,  1946 

lUlnols,  Highway,  Act  of  1923,  Dated  6/1/1927,  4%,  1950 


$620,000.00 
80, 000. 00 
150,000.00 
50, 000. 00 
494, 000. 00 
72,500.00 
161,000.00 
65. 000. 00 
93, 000. 00 
52, 000. 00 
503.000.0(J 
52. 000. 00 
50, 000,  00 
120,000.00 
133,000.00 
169.000.00 
140,000.00 
72, 000. 00 
4. 000. 00 
50, 000. 00 

168,000.00 
50, 000.  00 
K,  000. 00 
36.000.00 
17. 000. 00 
65, 000. 00 

.50, 000. 00 
.50,  OOO.  00 

23, 000. 00 
17,000.00 
5,000.00 
914,000,00 
171,000.00 
52, 009.  00 
49,000.00 

1,281,000.00 


1,735,000.00 
45, 000. 00 
70,000.00 

143,000.00 

132, 000.  00 

21,000.00 

29, 000. 00 

25, 000. 00 

19,000.00 

102,000.00 

14,000.00 

226,  (KiO.  00 

11,000.00 

119,000.00 

50, 000. 00 

189,000.00 

38,000.00 

16,000.00 

50,000.00 

140, 000.  00 

100, 000. 00 

47, 000,  00 

30, 000.  00 

171,000.00 

91,000.00 

35, 000. 00 

150, 000.  00 

180, 000.  00 

506,000.00 

120,000.00 

244, 000.  00 

150.000.00 

250.000.00 

100, 000.  00 

100,000.00 
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Admitted  asset 
value 


niinois,  Highway,  Act  of  1923,  Dated  10/1/1927.  4%,  1946 

Illinois,  Highway,  Act  of  1923,  Dated  7/19:8,  4%,  1955  &  1957- 

Illinois,  Highway,  Act  of  1923,  Dated  9/1/1928,  4%,  1955 

Illinois,  Highway,  Act  of  1923,  Dated  11/1/1928,  4%,  1954  &  1958._ 

niinois.  Highway,  Act  of  1923,  Dated  6/1/1929,  4%,  1946  &  1949 

Illinois,  State  Highway,  Dated  3/1/1923,  4%,  1940 

Indianapolis,  Ind.,  Sanitary  Dist.,  1st  Issue  1923,  4H%.  1964-1968 , 

Indianapolis,  Ind.,  Sanitary  Dist.,  1st  Issue  1925,  4H%,  1955-1977- .: 

Iron  County,  Wis.,  Highway  Imp.  County,  Series  A,  3%,  1940-1943 

Irvington,  N.  J.,  School  4»i%,  1943-1945 

Irvington,  N.  J.,  Serial  Funding  354%,  1944-1949 

Jackson,  Miss.,  Ref.  3K%,  1941-1948. 

Jackson,  Miss.,  Sewer,  St.  &  Public  Bldg.  Ext.  &  Imp.  4H%,  1940-1950. 

Jackson,  Miss.,  Water  Works  Imp.  4H%,  1940-1950. 

Jackson  County,  Mo.,  Kansas  City  Ct.  House  &  Jail  5%,  1944-1951 

Jackson  County,  Mo.,  Road  &  Bridge  4H%,  1940  &.  1942 

Jacksonville,  Fla.,  Ret..  2nd  Issue  1936,  2^%,  1946— 

Jacksonville,  Fla.,  Ref.,  2nd  Issue  1936,  23-4%,  1948- 

Jacksonville,  Fla.,  Ref.,  2nd  Issue  1937,  2.70%,  1958. 

Jacksonville,  Fla.,  Ref.,  2nd  Issue  1937,  3%,  1958. •... 

Jasper  County,  lU.,  County  Road  4%,  1939-1952 . 

Jefferson  County,  Ala.,  Hillman  Hospital  Imp.  5%,  1959 

Jefferson  County,  Ala.,  Ref.,  Road,  Dated  4/1/1933.  6%,  1939-1963 _. 

Jefferson  County,  Ala.  Ref..  Road,  Dated  4/1/1934,  6%,  1942-1959 

Jefferson  County,  Ala.,  School  Construction  5%,  1961- 

Jersey  City,  N.J.,  Gen.  Imp.  4%,  1948-1959—. 

Jersey  City,  N.  J.,  Gen.  Imp.  4k%,  1950-1956 

Jersey  City,  N.  J.,  Gen.  Imp.  Gold  4H%.  1955... 

Jersey  City,  N.  J.,  Gen.  Ref.  354%,  1947-1950 

Jersey  City,  N.  J.,  Gen.  Ref.  4%,  1944  &  1947 

Jersey  City,  N.  J.,  Gen.  Ref.  414%.  1940-1944 

Jersey  City,  N.  J.,  Gen.  Ref.  5%.  1939-1942. 

Jersey  City,  N.  J.,  Gen.  Ref.,  Series  A,  4J^%,  1957  &  1958 

JerseyCity,  N.  J.,  Gen.  Ref.,  Series  B,  4H%.  1957  &  1958 

Jersey  City,  N.  J.,  City  Hospital.  Series  C,  4%,,  1948-1959.. 

Jersey  City,  N.  J.,  School  4J.i%,  1958 

Jersey  City,  N.  J.,  School  Ref.  5%,  1939-1944 

Jersey  City,  N.  J.,  Serial  Funding  4%,  1945 

Jersey  City,  N.  J.,  Water  4^%,  1956-1963 

Jersey  City,  N.  J.,  Water  Gold  4H%,  6/1/1943 

Jersey  City,  N.  J.,  Water  Gold  4^%,  10/1/1961 

Kansas  City,  Mo.,  Fire  Protection,  6th  Issue,  4%,  1939-1954 

Kansas  City,  Mo.,  Park  &  Blvd.  Imp.,  4th  Issue  4%.  1939-1956.— .- 

Kansas  City,  Mo.,  Public  Hospital,  5th  Issue,  iM%,  1940-1973 

Kansas  City,  Mo.,  Water  Works,  4th  Issue,  4J^%,  1942.. 

Kansas  City  Mo.,  WatSr  Works,  5th  Issue,  4%,  1948-1958 

Kearny,  N.  J.,  Gen.  Funding  4Ji%,  1939-1952 ... 

Kearnv,  N.  J.,  School  4%,  1942-1951 

King  County,  Wash.,  County  City  Bldg.  4^%,  1949-1956 - 

King  County,  Wash.,  Hospital  4J^%,  1949  &  1950 

Knox  County,  Tenn.,  Bridge  4J^%;,  1949 

Knox  County,  Tenn.,  Pike  &  Bridge  Imp.  5%,  1945 

Knoxville,  Tenn.,  Electric  System  Rev.  Series  A,  ZK%,  1955-lfld8 

Knoxville,  Tenn..  Electric  System  Rev.  Series  A,  33^%,  1944-1&54 

Knoxville,  Tenn.,  Sewer  &  Bridge,  43^%,  1940-1949 

Kossuth  County,  Iowa,  Primary  Road  Ref.  3^4%,  1947  &  1948.... 

La  Orange,  111.,  Township  High  School  Dist.  No.  204  Ref.  3^%,  1941-1945 

Lake  County,  111.,  Funaing  4%,  1940-1954 

Lake  County,  III.,  North  Shore  Sanitary  Dist.  454%,  1939-1954 , 

Lake  County,  Ind.,  Calumet  Township  Redemption  5%;,  1939-1945 

Lake  County,  Ind.,  North  Township  Redemption  4!^%,  1939-1945 

Lake  County,  Ind.,  North  Township  Redemption  5%,.  1939-1945 

Lake  County,  Ind.,  Poor  Relief  3%,  1939-1944 , 

Lake  Comity.  Ohio,  Ref.  6%,  1939-1942 , 

Lake  County,  Ohio,  Sewer  Imp.  4H%.  1939-1948.... , 

Lakewood,  Ohio.  City  School  Dist.  Bldg.  5%,  1939  &  1940 , 

Larchmont,  N.  Y.,  Paving  4H%,  1943-1945 

Larchmont,  N.  Y.,  Public  Imp.  4y,%.  1944  &  1945 

Larchmont,  N.  Y.,  Water  4><;%,  1944  &  1945 

Leavenworth,  Kans.,  School  Bldg.  5%,  1939-1952 

Logan  County,  W.  Va..  County  Road  6%.  1941-1945 

Long  Beach,  N.  Y.,  Beach  Imp.  &  Gen.  Imp.  Funding  SJi%,  1949  &  1960. 
Los  Angeles,  Calif.,  Electric  Plant,  Election  1924,  Class  B,  Series  1, 

4J^%,  1963 

Los  Angeles,  Calif.,  Electric  Plant,  Election  1924,  Class  B,  Series  2, 

4H%.  1963 

Los  Angeles,  Calif.,  Electric  Plant,  Election  1924,  Class  B,  Series  2  (Reg.), 

4H%,1964 

Los  Angeles,  Calif.,  Electric  Plant,  Election  1924,  Class  B,  Series  3, 

4H%,  1964 ._ 

124491— 39-  pt.  4 -30 


$200,000.00 
30, 000. 00 
50, 000. 00 
25,000.00 
340, 000. 00 
100,000.00 
45, 000. 00 
230, 000. 00 
105,000.00 
12,000.00 
130, 000. 00 
140, 000. 00 
116, 000. 00 
50,000.00 
418, 000. 00 
65, 000. 00 
200,000.00 
85,  000. 00 
158, 000. 00 
91, 000.  00 
50,000.00 
15, 000. 00 
15,000.00 
20, 000. 00 
50.000.00 
35, 000.  00 
60,000.00 
50, 000.  00 
400, 000. 00 
244, 000.  tX) 
53, 000. 00 
30,000.00 
125,000.00 
100, 000. 00 
298.000.00 
5, 000. 00 
40, 000. 00 
6,000.00 
60, 000. 00 
15,000.00 
S45, 000. 00 
35,0004)0 
62, 000.  00 
95, 000.  00 
660, 000.  DO 
205,000.00 
240, 000. 00 
80, 000. 00 
157, 000.  00 
136, 000. 00 
310,000.00 
45, 000. 00 
980, 000.  00 
2, 020, 000. 00 
184, 000. 00 
118,000.00 
99, 000. 00 
168, 000. 00 
253, 000. 00 
81,  700. 00 
16,800.00 
118,300.00 
270,000.00 
3,500.00 
38,500.00 
19, 000. 00 
86,000.00 
10,000.00 
4,000.00 
56, 000. 00 
50,000.00 
130, 000. 00 

25,000.00 

25',  000. 00 

13,  000. 00 

12,000.00 


$202, 538. 92 
30, 656. 14 
50,781.48 
25, 555.  CO 
344, 384. 33 
102, 2S1.  17 
50. 612.  56 
252.  901. 33 
106.  212. 03 
131, 142.  76 
134,080.32 
142,  501. 48 
124. 160.  61 
53. 230. 87 
449,  663.  WO 
65,  143.  77 
201,399.72 
86, 821.  61 
151,  928.  20 
89, 277.  77 
54,  135.  61 
18,  339. 00 
15,  000. 00 
20,000.00 
61, 879.  43 
36, 474. 09 
61,809.17 
51, 466. 49 
400, 000. 00 
241,018.74 
53, 000.  00 
30,  290.  69 
129,116.40 
103, 292. 06 
302,157.51 
5, 169.  54 
40,567,47 
5, 933. 11 
62,  137.  11 
15,149.54 
584,711.89 
35,  621.  25 
62, 985.  95 
96, 067.  91 
702,  606. 69 
206,  593.  63 
249, 987.  22 
85, 351.  85 
158,080.79 
136,  820. 07 
299,  794.  65 
45,  781.  03 
900,  306.  07 
2, 074,  699.  21 
185.  546. 49 
122. 345.  18 
100, 036.  81 
181,099.81 
266.  826.  41 
95, 859. 90 
17, 299.  32 
123.  666.  63 
272. 096.  50 

3,  500. 00 
38,  831.  31 
19, 034.  90 
91,127.15 
10  633.  11 

4,  253.  24 
58. 081.  30 
50,  556.  39 

137, 933.  64 

27,  578.  22 
27,  578.  22 
14, 717.  23 
13,  686. 13 
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Los  Angeles,  Calif.,  Electric  Plant,  Election  1D24,  Class  C,  Series  1, 
4H%,  1961-1965.. 

Los  Angeles,  Calif.,  Electric  Plant,  Election  1926,  Class  A,  4H%.  1953- 


Los  Angeles,  Calif.,  Electric  Plant,  Election  1926,  Class  F,  4«.:i%,  1962.. 
Los  Angeles,  Calif.,  Electric  Plant,  Election  1926,  Class  F  (Reg.),  4J2%, 

1960  &  1961 

Los  Angeles,  Calif.,  Dept.  of  Water  &  Power,  Electric  Plant  Revenue 

Ref.,  Issue  1935,4%,  1950-1974 

Los  Angeles,  Calif.,  Dept.  of  Water  &  Power,  Electric  Plant  Revenue, 

Issue  1937,  Series  A,  3' 2%,  1957-1966 

Los  Angeles,  Calif.,  Dept.  of  Water  &  Power,  Electric  Plant  Revenue, 

2nd  Issue  1937,  3?i%,  1962-1965 

Los  Angeles,  Calif.,  Harbor  Imp.,  Election  1923,  Class  A,  4H%,  1955... 
Los  Angeles,  Calif.,  Sewage  Disposal,  Election  1922,  Class  B,  5%,  1950- 

1962 


1942  &  1943. 


Los  Angeles,  Calif.,  Water  Works  VA' 

Los  Angeles,  Calif.,  Water  Works,  Election  1924,  Class  A,  4H%,  1954... 

Los  Angeles  Calif.,  Water  Works,  Election  1924,  Class  C,  4ji%.  1954... 

Los  Angeles,  Calif.,  Water  Works,  Election  1926,  Class  D,  i%%,  1960- 

1967 _ ._. 


Los  .Angeles,  Calif.,  Water  Works,  Election  1930,  Class  N,  Series  1,  4%, 
1942  &  1943 

Los  Angeles  City  High  School  Dist.,  Calif.,  5%,  1951-1961 

Los  Angeles  City  High  School  Dist.,  Calif.,  Election  1931,  iii%,  1959.... 

Los  Angeles  City  High  School  Dist.,  Calif.,  Election  1935,  3Ji%,  1939- 
1944 


Los  Angeles  City  School  Dist.,  Calif.,  4%.  1939-1946 

Los  Angeles  City  School  Dist.,  Calif.,  4H%.  1940  &  1941 

Los  Angeles  City  School  Dist.,  Calif.,  5H%.  1941-19.52... 

Los  Angeles  City  School  Dist.,  Calif.,  Election  1935,  3H7c,  1942-1944 

Los  Angeles  County  Flood  Control  Dist..  Calif.,  Election  May  6,  1924. 

Series  2,  33<i%,  19.39-1054 

Los  .\ngeles  County  Flood  Control  Dist.,  Calif.,  Election  May  6,  1924, 

Series  2,  5%,  1951-1964 

Los  Angeles  County,  Calif..  Highway  432%,  19.39-1942 

(Louisiana)  Board  of  Administrators  Charity  Hospital  of  Louisiana  at 

New  Orirans33^%,  1957-1965 

(Louisiana)  Board  of  Administrators  Charity  Hospital  of  Louisina  at 

New  Orleans  4%.  1950-1956 

Louisiana,  Highway,  Scries  D,  4}-a%.  1955 

Louisiana,  Highway,  Series  E,  4}-^%.  1955 

Louisiana,  Highway,  Series  F,  5%.  1954  &  1955 

Louisiana,  Highway,  SeriesXl,  6%,  1941-1956 

Louisiana,  Highway,  Series  L,  5%,  1950-1956 

Louisiana,  Highway,  Series  M,  4H%<  1955 

Madison  County,  111.,  School  Dist.  No.  127  Working  Cash  Fund  3Ji%, 

1952-1956 

Madison,  Wis.,  Metropolitan  Sewerage  Dist.  4%.  1940-1950 •. 

Maricopa  County,  Ariz.,  Highway  5J-9%,  1939-1949 

Marion,  lv<^.,  Sewage  Works  (Rev.)  3!o%,  1941-1968 

Marlboro  County,  S.  C,  Highway  3^%,  1946-1955 

Maryland,  State  Roads  Commission  of.  Bridge  Rev.,  Series  A.,  3?-i%, 


Maryland,  State  Roads  Commission  of,  Ref.  3%,  1949-1951.. 

Maryland-National  Canital   (D.   C.)   Park  &   Plannine  Commission, 

Series  O,  5%,  1939  &  1940  (Int.  &  Prin.  Gtd.  by  Montgomery  County, 

Md.) 


Mattoon,  111.,  Judgment  Funding  3M%,  1940-1957 

Mattoon,  111.,  Water  Revenue  4%,  1948-1964... 

McCracken  County,  Ky.,  Road  4'.^%,  1939-1957 

McMinn  County,  Tenn.,  Road  5%,  1941.. 

Mecklenburg  County,  N.  C,  Court  House  &  Jail  4>i%,  1957-1959 

Mecklenburg  County,  N.  C,  Ref.  6%,  1950.. 

Mecklenburg  County,  N.  C,  School  4%,  1945-1959 

Mecklenburg  County,  N.  C,  School  Bldg.  2H%,  1955-1960 

Mecklenburg  County,  Va.,  Road  5%,  1939-1946 

Memphis,  Tenn  ,  Board  of  Education  of  the  Memphis  City  Schools  4J^%, 

Sept.  1,  1950-1964 

Memphis,  Tenn.,  Board  of  Education  of  the  Memphis  City  Schools  i'A%, 

June  1,  19,53<S£  1954 , 

Memphis,  Tenn.,  City  Hosnital  4%,  1945-1964. 

Memphis,  Tonn.,  Electric  Plant  3»4%,  1944-1963 

Memphis,  Tenn.,  Improvement  4^^%,  1948-1952 

Memphis,  Tenn.,  Improvement  iH%,  1945... 

Memphis,  Tenn.,  Juvenile  Court  Bldg.  4%,  1945-1964 

Memphis,  Tenn.,  Park  and  Parkway  43^%,  1959 

Memphis,  Tenn.,  Water  Department,  Series  B,  43-^%,  1941-1948..' 

Memphis,  Tenn.,  Water  Department  5%,  1953-1959 


440, 000.  00 
40, 000.  00 

100,  000. 00 

1,947,000.00 

223,000.00 

500,000.00 
100, 000.  00 

250,  000.  00 
50,000.00 
75,  000. 00 
25, 000. 00 

338,  000.  00 

110,800.00 
241,000.00 
100,000.00 

321, 000.  00 
758,  000.  00 
12,  000. 00 
50,000.00 
296, 000.  00 

1,  008, 000. 00 


135, 000. 00 

170, 000. 00 
15.5, 000.  00 
80, 000. 00 
55, 000. 00 
1,602,000.00 
87J5, 000. 00 
40,000.00 

48, 000. 00 
435,  000. 00 
195, 000.  00 
180, 000. 00 
379, 000. 00 

700,  000.  00 
951, 000.  00 


20.000.00 
78,  000.  00 
70. 000.  00 
160,000.00 
155,000.00 
142, 000.  00 
50. 000.  00 
250. 000. 00 
74, 000.  00 
8,000.00 

149, 000.  00 

50, 000.  00 

48,  000.  00 
461,000.00 

79, 000.  00 
100, 000.  00 

65, 000.  00 
1.33. 000. 00 
100,  000. 00 
115,000.00 
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Admitted  asset 
value 


Metropolitan  Water  Dist.  of  Southern  Calif.,  Colorado  River  Water- 
works Ref.  4%,  1951-I973-- 

Miami,  Fla.,  Water  Revenue  Ctfs.  4%,  1929-1943 

Miami,  Fla.,  Water  Revenue  Ctfs.,  Series  B,  4%,  1939-1954.. 

Michigan,  The  State  Board  of  Agriculture,  Michigan  State  College  of 
Agriculture  &  Applied  Science,  Auditorium  3}i%,  1939-1958 

Michigan;  The  State  Board  of  Agriculture,  Michigan  State  College  of 
Agriculture  &"  Applied  Science,  Gymnasium  &  Field  House  3J^%, 
1940-1957 - 

Michigan,  State  Board  of  Education,  (Michigan  State  ICcrmal  College, 
Ypsilanti,  Mich.)  Dormitory  &  Union  Rev.  Series  I,  4%,  1939-1958 

Michigan,  University  of.  Dormitory  Rev.  3Vi%,  1958-1968 

Michigan,  University  of.  Dormitory  Rev.  Series  II,  3J/3%,  1953-1968 

Michigan,  University  of.  Health  Service  3H%.  1940-1968.... 

Mlddletown,  Ohio,  City  School  Dist.  School  5}4%,  1948-1952.. 

Milwaukee  County,  Wis.,  Metropolitan  Sewerage  5%,  1939-1942 

Milwaukee  County,  Wis.,  Metrop<  litan  Sewerage  iH%,  6/1/1941 

Milwaukee  County,  Wis.,  Metropolitan  Sewerage  iH7o,  4/1/1939-1942... 

Milwaukee  County,  Wis.,  Metropolitan  Sewerage  iH%,  1949-1951 

Milwaukee  County,  WLs.,  Metropolitan  Sewerage  4%,  1945-1951 

Milwaukee,  Wis.,  Electric  Lighting  5%,  1940-1944 

Milwaukee,  Wis.,  Grade  Crossing  Abolition  5%,  1940-1945 

Milwaukee,  Wis.,  Park  5%,  1940-1942 .-. 

Milwaukee,  Wis.,  Park  6%,  1939.... 

Milwaukee,  Wis.,  Perm.  Harbor  Imp.  5%,  1940-1943 

Milwaukee,  Wis.,  Sewer  5%,  1940-1942 

Milwaukee,  Wis.,  Sewer  6%,  1939 

Milwaukee,  Wis.,  Street  Opening  6%,  1939-1941 

Minneapolis,  Minn.,  Main  T  ine  Sewer  5%,  1949 

Minneapolis,  Minn.,  Perm.  Imp.  (Work  Relief)  4^%.  1939-1945 

Minneapolis,  Minn.,  Pubhc  Relief  2%,  1939  &  1940 1 

Minneapolis,  Minn.,  Public  Relief  5%,  1939-1942... 

Mississippi,  Gold  5>i%,  1941-1952 

Mississippi,  Highway,  1st  Series  3 i<i%,  1947-1949. 

Mississippi,  Highway,  1st  Series  3>i%,  1949-1958 

Mississippi,  Permanent  Imp.,  Class  A,  4}/2%,  1953. 

Mississippi,  Permanent  Imp.,  Class  B,  4J^%,  1953 

Mississippi,  Permanent  Imp.,  Cl.-iss  C,  4^%,  1953...: 

Mississippi,  Permanent  Imp.,  Class  D,  4H%,  1953 

Mississippi.  Ref.  4»4%,  1945-1949. 

Mississippi,  Ref.  Class  A,  4}i%,  1948. 

Mississippi,  State  University  Permanent  Imp.,  Class  A,  4J^%,  1948 

Mobile  County,  Ala.,  Ref.  Road  &  Bridge  4^%,  1944 

Mobile  County,  Ala.,  Road  &  Bridge  4^%.  1939-1958 | 

Mobile  County,  Ala.,  Road  &  Bridge  4J<%,  1947-1958 j 

Monroe  County,  N.  Y.,  County  Bldgs.  3.90%,  1959 1 

Monroe  County,  N.  Y.,  Emergency  5}4%,  194K 

Monroe  County,  N.  Y.,  Gen.  Series  A— Gen.  Series  B— Tax  Revenue, 

Series  D,  4»4%,  1939-1942 I 

Monroe  County,  N.  Y.,  General  Series  A,  2%,  1939 

Monroe  County,  N.  Y.,  Sanatorium  4%,  1947  &  1948 

Monroe  County,  Tenn.,  Road  of  1916,  5%,  1946 

Monroe  County,  Tenn.,  Road  of  1917,  5%,  1942-1952 ,,..... 

Montclair,  N.  J.,  Permanent  Imp.,  Series  1,  4%,  1950-1964 - 

Montclair,  N.  J.,  Serial  Water,  Series  1924,  iH%,  1959  &  1960 

Montclair,  N.  J.,  Serial  Water,  Series  1,  4%,  1948-1968.  __ 

Montgomery  County,  Md.,  Court  House  4V^%,  1959-1961 

Montgomery  County,  Md.,  Jail  4}-;^%,  1957-1966 

Montgomery  County,  Md.,  Road  of  1929,  First  Series,  4^%,  1956-1961.. 
Montgomery  County,  Tenn.,  Highway  of  1915,  5%,.  1945,  Part  Opt.  1940... 
Montgomery  County,  Tenn.,  Highway  of  1916,  5%,  1946,  Part  Opt.  1941... 

Morris,  ni.,  Funding  3»4%,  1948-1957 

Morris  County,  N.  J.,  Gen.  Imp.  3%,  1939  &  1940 

Morristown,  N.  J.,  Water  4%,  1946-1949 .:_ 

Morristown,  N.  J.,  Water  of  1931,  4%,  1956-1966 

Mount  Vernon,  Dl.,  Funding  3».4'%.  1942-1956 

Mount  Vernon,  N.  Y.,  Highway  Repaving  5%,  1940-i942 

Mount  Vernon,  N.  Y.,  Mun.  Bldg.  5%,  1940  <fe  1941 

Mount  Vernon,  N.  Y.,  Park  5%,  1941 

Mount  Vernon,  N.  Y.,  School  Loan  4H%,  1947  &  1948. 

Mount  Vernon,  N.  Y.,  School  Loan  (Reg.)  4}.^%,  1957-1959 

Mount  Vernon,  N.  Y.,  School  Loan  iH%,  1949-1952... 

Mount  Vernon,  N.  Y.,  School  Loan  (Reg.)  43^%,  1945-1948 

Mount  Vernon,  N.  Y.,  3rd  St.  Widening,  5%,  1940  &  1941 

Mount  Vernon,  N.  Y.,  Water  4%,  1947 

Mount  Vernon,  N.  Y..  Work  &  Home  Relief  5%,  1940.... 

Multnomah  County,  Ore.,  Permanent  Roads,  Series  A,  i\i%,  1954  &  1955_ 
Multnomah  County,  Ore.,  Permanent  Roads,  Series  C,  4>2%,  1950-1953... 
Multnomah  County,  Ore.,  BumsldeSt.  Bridge,  SeriesC,4%,  1949.: 


$3,  225, 000.  00 
233, 000.  00 
210, 000.  00 


400, 000. 00 

293, 000. 00 

600,000.00 

500, 000.  CO 

225, 000. 00 

180, 000.  00 

435, 000. 00 

20,000.00 

23,000.00 

91,000.00 

97,  000. 00 

10, 000.  00 

86, 000.  00 

90,  000. 00 

10, 000. 00 

161,000.00 

300, 000.  00 

15, 000.  00 

30, 000.  00 

50, 000. 00 

100, 000. 00 

100,000.00 

199, 000. 00 

60, 000.  00 

152, 000. 00 

1,484,000.00 

91, 000.  00 

128, 000.  00 

116,000.00 

138, 000.  00 

427, 000. 00 

150, 000.  00 

50, 000.  00 

10, 000. 00 

508,  000. 00 

194, 000. 00 

100, 000. 00' 

40, 000.  00 

343,000.00 
35,  OOt.  00 
40, 000. 00 
35. 000.  OP 
175,000.00 
123,000.00 
50, 000. 00 
111,000.00 
15, 000. 00 
60, 000. 00 
56,000.00 
19, 000. 00 
25,000.00 
69, 000. 00 
70, 000.  00 
50, 000. 00 
147,000.00 
148, 000. 00 
42, 000. 00 
6, 000. 00 
3, 000. 00 
50, 000.  00 
60, 000. 00 
45, 000. 00 
200,  000.  00 
14, 000. 00 
50, 000. 00 
25, 000. 00 
24, 000. 00 
40, 000. 00 
10, 000. 00 


$3,  541, 122. 11 
236,101.95 
213, 838. 04 


298,791.13 

007,432.28 

508,  333.  33 

229,500.00 

184,913.65 

441,958.09" 

19, 869.  60 

22,  851.  88 

98,168.27 

100,  537. 10 

19,  292.  62 

87, 034.  22 

90, 962.  62 

10, 083. 19 

162.  SOS.  19 

303,  208. 72 

15,  124.  82 

30,  735.  24 

54,821.60 

100. 574.  25 

100, 410. 00 

201, 959.  32 

57, 126. 13 

154, 694. 98 

1,527,808.24 

102. 718. 44 

145.271.13 

130.937.81 

155,  308. 47 

470, 767. 96 

166,903.06 

65, 722. 20 

10, 000.  00 

509, 367. 80 

209. 675.  07 

93. 124.  89 

41. 715.  14 

343.798.61 
35, 026. 69 
.  40,922.70 
36. 086. 15 
175.000.00 
125.  561.  68 
55. 131. 13 
113.400.07 
17,'527. 60 
58. 670. 96 
65, 167. 48 
19.277.82 
26, 666.  54 
74,068.47 
71,029.97 
52, 279. 89 
156, 109. 34 
169.795.39 
43. 724. 78 
6.  206.  57 
3.110.20 
62, 249. 30 
70.976.11 
49. 193. 66 
210, 018.  78 
14. 472. 80 
51.900.63 
25,867.68 
24. 220.  02 
41. 197. 00 
9,874.19 
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Par  TBlue 


Admitted  asset 
value 


Multnomah  County,  Ore.,  Hawthorne  Bridge  4}-^^%,  1952  &  1953 ... 

Multnomah  County,  Ore.,  Interstate  Bridge  5%,  1939 

Multnomah  County,  Ore.,  Road,  Series  C,  5%,  1946  &  1947 

Multnomah  County,  Ore.,  Road,  Series  D,  5%,  1945-1947 

Multnomah  County,  Ore.,  St.  John's  Bridge,  Series  C,4^%,  1950 

Multnomah  County.  Ore..  St.  John's  Bridiie.  Series  D.  4}4%.  1954-1957.... 

Multnomah  County,  Ore.,  St.  John's  Bridge,  Series  E,  4M%,  1951 

Nashville,  Tenn.,  Fire  Hall  Imp.,  3l^%,  1948-1958... 

Nashville,  Tenn.,  Sanitary  Sewer,  Series  A,  4H%,  1953-1963 

Nashville,  Tenn.,  School  Bldg.  &  Imp.  3}^%,  1948-1959 , 

Nashville,  Tenn.,  Sewer  Ext.  3}^%,  1948-1956 

Nashville,  Tenn.,  Waterworks  Ext.  3)4%,  1948-1959 , 

Newark,  N.  J.,  City  Bldg.  6%,  1957  &  1958.. 

Newark,  N.  J.,  City  Railway  Construction  4%,  1939  &  1940 

Newark,  N.  J.,  Haynes  Ave.  Bridge  6%,  1957.. 

Newark,  N.  J.,  Land  Purchase  4%,  1939  &  1940 

Newark,  N.  J.,  Port  Newark  Imp.  4%,  1939  &  1940 , 

Newark,  N.  J.,  Port  Newark  Imp.  i}4%.  1944-1950 

Newark,  N.  J.,  Port  Newark  Imp.  6%,  1954-1959 

Newark,  N.  J..  Piiblic  Imp.  4M%.  1944-1950 '. 

Newark,  N.  J.,  Public  Imp.  6%,  1954-1959 

Newark,  N.  J.,  School  4%,  1958  Opt.  1948 

Newark,  N.  J.,  School  4%,  1939  &  1940... 

Newark,  N.  J.,  Serial  Funding  4^%,  1942  &  1945 , 

Newark,  N.  J.,  Serial  Funding  3«4%,  1946-1948 

Newark,  N.  J.,  Sewer  6%,  1954  &  1958 

Newark.  N.  J.,  St.  &  Sewer  4%,  1939  &  1940 

Newark,  N.  J.,  St.  &  Sewer  4H%,  1944-1950.. 

Newark,  N.  J.,  Water  4%,  1939.. 

Newark,  N.  J.,  Water  4)^%,  1948-1950. 

New  Bedford,  Mass.,  Mun.  Relief  Loan,  Act  1935,  3%,  1943  &  1944 

New  Bedford,  Mass.,  School  Loan  4%,  1940-1942 

New  Bedford,  Mass.,  Sewer  Loan  4%,  1944-1947 '.... 

New  Bedford,  Mass.,  Water  Loan  4%,  1940-1942 

New  Bedford,  Mass.,  Water  Supply  Loan  4%,  1945-1947 

New  Brunswick,  N.  J.,  Serial  Funding  4%,  1943-1949 

New  Jersey,  Emergency  Relief,  Series  A,  2}4%,  19.39.. 

New  Jersey,  Highway  Ext.  Fund,  Series  B,  Act  of  1924,  4>i%,  1955  Opt. 

1940 

New  Jersey,  Highway  Ext.  Fund,  Series  E,  Act  of  1920,  i}4%,  1954  Opt. 

1939 

New  Jersey,  State  Highway  Imp.,  Series  B,  Act  of  1930,  4^%,  1954  &  1-966. 
New  Jersey,  State  Institutional  Construction,  Series  B,  Act  of  1930, 4>^%, 

1955... 

New  Mexico,  Ref.,  Series  A,  3.60%,  1939-1942.... 

New  Mexico.  Ref.,  Series  B,  3.607o,  1939-1942.. 

New  Mexico,  Ref.,  Series  C,  3.60%,  1941  &  1942. 

New  Mexico,  State  Highway,  Series  G-80  &  0-81,  3Ji%,  1949 

New  Mexico,  State  Highway,  Series  Q-81  to  0-85,  3%,  1949-1951 

New  Mexico,  State  Highway,  Series  G-91,  3%,  1950.. 

New  Orleans,  La.,  Public  Imp.,  Issue  1900,  4%,  1950  Opt.  1942. 

New  Orleans,  La.,  Sewerage,  Water  &  Drainage  Serial  Gold,  Series  A, 

4H%.  1961-1978 

New  Orleans,  La.,  Sewerage,  Water  &  Drainage  Serial  Gold,  Series  B, 

4H%,  1950-1978 

New  Orleans,  La.,  Sewerage,  Water  &  Drainage  Serial  Gold,  Series  B 

(Reg.),4H%,  1946-1977 

New  Orleans,  La.,  Sewerage,  Water  &  Drainage  Serial  Gold,  Series  C, 

4>i%,  1952-1979.... 

New  Orleans,  La.,  Sewerage,  Water  &  Drainage  Serial,  Series  D,  4%, 

1944-1950 
New  Orleans,"  La.V Serial'  G oid^  Series"  1917;" 4"i^'%", "l"9VA"96'6" '." I"" I""]. 

New  Orleans,  La.,  Serial  Gold,  Series  1917  (Reg.),  4^%,  1952-1966 

New  Orleans,  La.,  Serial  Gold,  Series  1927,  4J^%,  1951-1973 

New  Orleans,  La., -Serial  Gold,  Series  1930.  4H%.  1947-1975 

Newport  News,  Va.,  Water  Works  4 Ji%,  1947-1965 

New  Rochele,  N.  Y.,  Real  Property  &  Mun.  Bldgs.  4%,  1948-1958. 

New  Rochelle,  N.  Y.,  Real  Property  &  Mun.  Bldgs.  (Reg.)  4%,  1950-1952. 

New  Rochelle,  N.  Y.,  Real  Property  4^%,  1962-1964 

New  Rochelle,  N.  Y.,  Real  Property  5J^%.  1946-1948.. 

New  Rochelle,  N.  Y.,  Real  Property  5^i%,  :0."ii-l958 - 

New  Rochelle,  N.  Y.,  Real  Property  (Reg.)  53i%,  1956-1966.... 

New  Rochelle,  N.  Y.,  School  4%,  194ft-l958  .. 

New  Rochelle,  N.  Y..  School  (Reg.)  4%,  1950-1952.. 

New  Rochelle,  N.  Y.,  School  4H%,  1961-1964 

New  Rochelle,  N.  Y.,  School  5}i%,  1946-1948 - 

New  Rochelle,  N.  Y.,  School  6*i%,  1957 

New  Rochelle,  N.  Y.,  School  (Reg.)  6^%.  1966 

New  Rochelle,  N.  Y.,  Sewage  Disposal  4%,  1949 


$7,000.00 
4, 000. 00 
19, 000. 00 
36,000.00 
10. 000.  00 
54  000. 00 
4,000.00 
31,000.00 
100, 000. 00 
230, 000. 00 
76, 000. 00 
50,000.00 
50,000.00 
72, 000. 00 
15,000.00 

60, 000.  on 

20, 000.  00 
160, 000. 00 
36, 000. 00 
85, 000. 00 
85, 000. 00 
200, 000. 00 
75, 000. 00 
204, 000. 00 
500, 000. 00 
12,000.00 
100, 000. 00 
184,000.00 
20, 000. 00 
60,000.00 
55, 000. 00 
37, 000. 00 
28, 000. 00 
48,000.00 
6,000.00 
250,000.00 
250,000.00 

300, 000. 00 

loo.ooaoo 

80, 000. 00 

19, 000. 00 

16, 000.  00 
116,000.00 

10, 000. 00 
225, 000. 00 
775, 000. 00 
175, 000. 00 

76, 000. 00 

238,  000. 00 


139, 000. 00 

355,000.00 

410, 000. 00 
136,000.00 
264, 000. 00 
355, 000. 00 
321, 000. 00 
180, 000. 00 
35,000.00 
41,000.00 
58, 000. 00 
24,000.00 
68,000.00 
75, 000. 00 
121, 000. 00 
54,000.00 
52, 000. 00 
36, 000. 00 
3,000.00 
3, 000. 00 
1,000.00 
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Par  value 


Admitted « 
value 


New  Rochelle,  N.  Y.,  Sewage  Disposal  (Reg.)  4%,  1951 

New  Rochelle.  N.  Y.,  Sewer  4%,  1949  &  1957 - 

New  Rochelle,  N.  Y.,  Sewer  (Reg.)  4%,  1961 

New  Rochelle,  N.  Y.,  Sewer  5^%,  1957 

New  Rochelle.  N.  Y.,  Sewer  (Reg.),  5Ji%,  1956 

New  Trier  Township  High  School  Dist  No.  203,  Cook  County,  111.,  4Ji%, 

1939-1943 
New  Trier"To"vrash'ip  High  SehoorbiVtVNo."203i^  Cook" County,"  ni.',' 

Funding  434%,  1944-1954 .- 

New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  11/23/1904,  33^%.  1954.. 
New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  4/24/1905,  33^%,  1954... 
New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  11/23/1905,  3^%,  1955.. 

New  York  City,  N.  Y.,  Corporate  Stock,  Issue  1906,  4%,  1956 

New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  2/15/1906.  4%,  1955 

New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  1906/1907,  4%,  1956 

New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  8/12/1907,  4%,  1957 

New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  9/10/1907,  4^%,  1957... 
New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  9/10/1907  (Reg.)  43^%, 

1957 


New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  2/14/1908,  43^%,  1957... 
New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  2/14/1908  (Rep.)  43^%, 
1057 — - 

New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  11/2.3/1908,  4%,  1958.... 

New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  3/2/1908,  4%,  1958 

New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  6/8/1909,  4%,  1959 

New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  12/10/1909,  4%,  1959.... 
New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  1/24/1911,  434%,  I960... 
New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  5/7/1912,  4Ji%,  1962.... 
New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  5/20/1913,  43^%,  1963... 
New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  4/15/1914,  434%).  1964... 
New  York  City,  N.  Y..  Corporate  Stock,  Issue  of  4/19/1916,  434%.  1966... 
New  York  City,  N.  Y.,  Corporate  Stock,  Issue  of  7/12/1917,  4yi%,  1967... 
New  York  City,  N.  Y.,  Corporate  Stock,  for  Armories  &  Sites  Therefor, 

Dated  5/4/1904,33^%,  1954 

New  York  City,  N.  Y.,  Corporate  Stock,  As  e=snients  Upon  Mayoi. 

Alderman  &  Commonalty,  Dated  5/4/1904,  34%.  1954 

New  York  City,  N.  Y.,  Corporate  Stock,  for  Interior  Public  Baths, 

Dated  5/4/1904.  33^%,,  1954 .  

New  York  City,  N.  Y..  Corporate  Stock,  For  the  Approach  to  Harlem 

River  Bridge,  Dated  6/4/1904,  3H%,  1954 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Bridge  Over  East  River, 

Dated  5/4/1904,  33^%,  1954 

New  York  City,  N.  Y.,  Corporate  Stock,  For  the  New  East  River 

Bridge,  Dated  5/4/1904,  33^%,,  1954 _. 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Uses  &  Purposes  of  Dept.  of 

Docks&  Ferries,  Issue  of  1902-1903,  33^%.  1952...- 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Uses  &  Purposes  of  Dept.  of 

Docks*  Ferries,  Dated  5/4/1904,  33^%,  1954 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Dock  Purposes,  Issue  of 

6/29/1915,  4K%,  1965 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Dock  Purposes,  Issue  of 

4/19/1916,4^%,  1966. 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Dock  Purposes,  Issue  of 

7/12/1917,  4^%,  1967. 

New  York  City,  N.  Y.,  Corporate  Stock,  For  New  Fordham  Hospital, 

Dated  5/4/1904,  33^%,  1954 .' 

New  York  City,  N.  Y.,  Corporate  Stock,  For  the  New  Harlem  Hospital, 

Dated  5/4/1904,  3}^%,  1954 

New  York  City,  N.  Y.,  Corporate  Stock,  For  a  Bldg.  In  Bryant  Park  for 

theN.Y.  Public  Librarv,  Issue  of  6/28/1907,  4%,  1957 

New  York  City,  N.  Y.,  Corporate  Stock,  For  a  Bldg.  in  Bryant  Park  for 

theN.Y.  Public  Library,  Issue  of  2/14/1908,  4H%,  1957... 

New  York  City,  N.  Y.,  Corporate  Stock,  For  a  Bldg.  in  Bryant  Park  for 

theN.  Y.  Public  Library,  Issue  of  2/14/1908  (Reg.)  4^%,  1957 

New  York  City,  N.  Y.,  Corporate  Stock,  For  a  Bldg.  in  Bryant  Park  for 

theN.  Y.  Public  Library,  Issue  of  6/8/1909,  4%,  1959.- 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Various  Mun.  Purposes,  to 

ProvideforDocklmp.,  Issue  of  7/1/1925,4%,  1940 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Various  Mun.  Purposes, 

Issue  of  2/15/1926,  4%,,  1941 - 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Various  Mun.  Purposes, 

Issue  of  1/1/1927,  434%,  1967 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Various  Mun.  Purposes, 

Issue  of  3/1/1935,  3H%,  1960 - -- 

New  York  City,  N.  Y.,  Corporate  Stock,  Foi  Rapid  Transit  Railroads, 

Issue  of  1901,  3H%,  1948 -' - 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  RaUroads, 

Dated  5/4/1004,  3^%.  1954 - -. 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  11/23/1904,  3J4%,  1954 


$1,000.00 
8,000.00 
4, 000. 00 
2, 000. 00 
2. 000. 00 

205, 000. 00 

55,000.00 
214,  000. 00 
241,000.00 

40.  000. 00 
383, 000. 00 
161,000.00 
180.000.00 
106,000.00 
681,000.00 

410, 000. W 
1,183,000.00 

838,000.00 
13,000.00 
4, 000. 00 
159. 000.  00 
28,000.00 
510,000.00 
240,000.00 
304, 000. 00 
345,000.00 
13,000.00 
14, 000. 00 

7,000  00 

1,000.00 

3,000.00 

1,000.00 

6,000.00 

3, 000.00 

80,000.00 

3,000.00 

1,000.00 

19,000.00 

67,000.00 

1,000.00 

1,000.00 

25,000.00 

21,000.00 

63,000.00 

10,000.00 

165,000.00 

295, 000. 00 

400,000.00 

435,000.00 

500,000.00 

13.000.00 

H  000. 00 
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Par  value 


Admitted  asset 
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New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  4/24/1905,  3H%.  1954 - 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  8/12/1907,  4%,  1957.. 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  9/10/1907,  4H%-  1957... 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  9/10/1907  (Reg.)  4M%,  1957 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  RaUroads, 

Issue  of  2/14/1908,  4H%,  1957.  .\ 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  RaUroads, 

Issue  of  2/14/1908  (Reg.)  4^%,  1957 ' 

N«w  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  11/23/1908,  4%,  1958 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  3/2/1909,  4%,  19.58.. - - 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  6/8/1909,  4%,  1959. 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  1/24/1911,  4}i%,  1960 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

,     Issue  of  5/7/1912,  4M%,  1962.. 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  c  f  4A5/1914,  4K%,  1964 - 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  6/29/1915,  44%,  1965 .- 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  4/19/1916,  i)4%,  1966 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  7/12/1917,  4>^%,  1967 -.-. 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Rapid  Transit  Railroads,. 

Issue  of  5/1/1927,  4%.  1977... -. 

New  York  City,  N.  Y..  Corporate  Stock,  For  Rapid  Transit  Railroads, 

Issue  of  3/1/1935,  3>i%,  I960.. .- 

New  York  City,  N.  Y.,  Corporate  Stock,  For  School  Houses  &  Sites 

Therefor,  Dated  5/4/1904,  3H%,  1954 __. 

New  York  City,  N.  Y.,  Corporate  Stock,  For  Repaving  of  Streets.  Dated 

5/4/1904,3^^%,  1954 

New  York  City,  N.  Y.,  Corporate  Stock,  To  ProvideforSupply  of  Water, 

Issue  of  ll/2:V1904,3^i%,  1954.. 

Now  York  City,  N.  Y.,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  4/24/1905,  3H%,. 1954 _.. 

New  York  City,  N.Y.,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  1906,  4%,  1956 - 

New  York  City,  N.  Y.,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  190fi/1907,  4%,  1956 

New  York  City,  N.  Y.,  Corporate  Stock.  To  Provide  for  Supply  of  Water, 

Issue  of  6/28/1907,  4%,  1957...... 

Now  York  City,  N.  Y. ,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issueof8/12/1907,  4%,  1967 

New  York  City,  N.  Y..  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  9/10/1907,  4!-^%,  1957.... 

New  York  City,  N.  Y.,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  9/10/1907  (Reg.),  i\i.%,  1957 ._._ 

New  York  City,  N.  Y.,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  2/14/1908,  4H%,  1957 

New  York  City.  N.  Y..  Corporate  Stock.  To  Provide  for  Supply  of  Water, 

Issue  of  2/14/1908  (Reg.),  4^i%,  1957 -. 

New  York  City,  N.  Y..  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  11/23/1908,  4%,  1958 

New  York  City,  N.  Y.,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  3/2/1909,  4%,  1958 

New  York  City,  N.  Y. ,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  6/8/1909,  4%,  1959... 

New  York  City,  N.  Y  ,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  12/10/1909,  4%.  1959 

New  York  City,  N.  Y.,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  1/24/1911,  4H%,  1960 

New  York  City,  N.  Y..  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issueof  6/7/1912.  4M%.  1962... , 

New  York  City,  N.  Y.,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  6/20/1913.  4H%.  1963.. 

NcwYork  City.  N.  Y..  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  4/15/1914,  4H%.  1964 

New  York  City,  N.  Y.,  CorporateStock.ToProvidefor  Supply  of  Water, 

Issue  of  6/29/1915,  4  ^i%.  1965 

New  York  City.  N.  Y.,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  4/19/1916,  4H%,  1966 


$52,  000. 00 

7,000.00 

70, 000. 00 

9,000.00 

199, 000. 00 

122,000.00 

4,000.00 

8,000.00 

9, 000.  00 

427, 000. 00 

709,000.00 

250,000.00 

378, 000. 00 

533,  000.  00 

527,000.00 

4,386,000.00 

33, 000. 00 

9.  000.  00 

3.  000.  00 

41, 000. 00 

31.  000. 00 

30, 000. 00 

20, 000. 00 

6, 000,  00 

25, 000. 00 

161, 000.  00 

82, 000. 00 

46, 000. 00 

241,000.00 

9,000.00 

16, 000.  00 

122. 000. 00 

215.  000.  00 

220, 000.  00 

324,  000. 00 

186, 000.  00 

355. 000. 00 

202.0)0.00 

110.000.00 


$54,387.63 
7, 751.  66 
81,925.00 
10,531.01 
230,674.42 
133,756.81 
4, 344. 18 

8,  688. 37 
9,885.58 

485, 866. 27 
816,  232.  06 
283, 914. 92 
469,  825.  25 
618,  282. 23 
659, 029.  58 
4,  535,  206.  45 
35, 463. 92 
9, 470.  46 
3.156.82 
43. 039.  73 
32,  581. 96 
32.  434. 00 
22, 161.  37 
5,  600.  32 
27,  660.  84 
176,  246. 41 
96.949.28 
63,  703.  26 
268.  755. 83 

9,  897.  76 
17,  744. 16 

135,  923.  24 
239. 878. 34 
252. 168. 94 
372,  432.  30 
221,  242.  26 
412. 352.  11 
246, 132.  66 
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Admitted  asset 
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New  York  City,  N.  Y.,  Corporate  Stock,  To  Provide  for  Supply  ol  Water, 

Issue  of  7/12/1917,  4^i%,  1967 __.. 

New  York  City,  N.  Y.,  Corporate  Stock,  To  Provide  for  Supply  of  Water, 

Issue  of  3/1/1935,  3H%,  I960 - 

New  York  City,  N.  Y.,  Serial,  To  Provide  for  Dock  Imp.,  Issue  of 

12/15/1934,4%,  1945 

New  York  City,  N.  Y.,  Serial,  To  Provide  for  Dock  Imp.,  Issue  of 

7/1/1935,4%,  1944-1962 

New  York  City,  N.  Y.,  Serial,  Hospitals— Various  Hospitals,  Fire  Pre- 
vention, 4%.  1952-1961... 

New  York  City,  N.  Y.,  Serial,  For  Various  Mun.  Purposes,  Issue  of 

12/1/1929,  4H%.  1955 _ _, 

New  York  City,  N.  Y.,  Serial,  For  Various  Mun.  Purposes,  Issue  of 

12/15/1934,4%,  1945-1956... -- 

New  York  City,  N-  Y.,  Serial,  For  Various  Mun.  Purposes,  Issue  of 

12/15/1934,  3?4%,,  1955 

New  York  City,  N.  Y.,  Serial,  For  Various  Mun.  Purposes,  Issue  of 

7/1/1935,  4%,  1943-1958 _ 

New  York  City,  N.  Y.,  Serial,  For  Various  Mun.  Purposes.  Issue  of 

7/1/193.5,  4H%,  1943-1945 __ 

New  York  City,  N.  Y.,  Serial,  Rapid  Transit  Subway,  4%,  1942-1959.... 
New  York  City,  N.  Y.,  Serial,  For  Rapid  Transit  Railroads,  Issue  of 

12/15/1934,4%,  1945-1956 

New  York  City,  N.  Y.,  Serial,  For  Scliools,  Issue  of  5/1/1925,  AM%,  1945 

&  1956... 

New  York  City,  N.  Y.,  Serial,  For  Schools,  Issue  of  11/15/1928,  4H%,  1954 

&  1957... _ . 

New  York  City,  N.  Y.,  Serial,  For  Schools,  Issue  of  12/1/1929,  4^^%,  1955 

&  1956 _ - 

J^ew  York  City,  N.  Y.,  Serial,  For  Schools,  Issue  of  12/15/1934,  4%,  1954. 
New  York  City,  N.  Y.,  Serial,  For  Schools,  Issue  of  7/1/1935,  4!.4%,  1944- 

1955 _ _ 

New  York  City,  N.  Y.,  Serial,  For  Tri-Borough  Bridge,  Issue  of  12/15/1934, 

4%,  1945  &  1954. 

New  York  City,  N.  Y.,  Serial,  To  Provide  for  Supply  of  Water,  Issue  of 

12/15/1934,4%,  1945 _ .-.. 

New  York  City,  N.  Y.,  Serial,  Water  Tunnel  No.  2  Connections  4%, 

1952-1962 

New  York  Citv,  N.  Y.,  Serial,  Water  Works  Imp.,  4%,  1954-19G21 

New  York  City  Parkway  Authority,  N.  Y.,  Serial  Rev.,  3H%,  1951-1953 
New  York  City  Parkway  Authority,  N.  Y.,  Sinking  Fund  Rev.  33i%, 

1968 _... 

Niagara  Falls,  N.  Y.,  School  Dist.  3.90%,  1960.. 

Niagara  Fills,  N.  Y.,  School  Dist.  4)<%,  19,')4-1958 

Niagara  Falls,  N.  Y.,  School,  Series  O,  3.95%,  1966 

Niagara  Falls,  N.  Y.,  Sewer,  Series  C,  3.95%,  1966 

Niagara  Falls.  N.  Y.,  Sewer,  Series  C,  4.15%,  1965-1969 

Norfolk,  Va.,  Qen.  Imp.  3%,  1948-1954 

Norfolk,  Va.,  Mun.  Port  Terminal  5%,  1952. 

Norfolk,  Va.,  Water,  Series  F,  5%,  1952 

North  Chicago,  111.  Judgment  Funding  iM%,  1944-1957 

North  Carolina,  Permanent  Imp.  2'-i%,  1946  &  1948 

North  Elba,  N.  Y.  Central  School  Dist.  No.  2,  4%,  1940-1962 

North  Milwaukee  &  Granville,  Wis.  Joint  School  Dist.  No.  17,  4,4%,,  1943 
Ogden  City,  Utah,  Board  of  Education  of  City  School  Dist.  School 

Bldg.  2,4%,  1939-1941 _ 

Ogden  City,  Utah,  Ref.  Waterworks  4M%,  1948 

Oklahoma  City,  Okla.,  Park  4%,  1949-1952  _ , 

Oklahoma  City,  Okla.,  Storm  Sewer  Ext.  4%,  1951  &  1952 

Oklahoma  City,  Okla.,  Board  of  Education,  School  Bldg.  5%,  1940-1948- 

Orcgon,  State  Highway,  Series  2,  5H%,  1939-1945 

Oregon,  State  Highway,  Series  3,  4^%,  1948-1955 

Orleans  Levee  Dist.,  La.,  Reparations  Ref.,  4%,,  1942-1949. 

Orleans  Parish  School  Board,  La.,  School,  5%,,  1961  &  1962. 

Orleans  Parish  School  Board,  La.,  School,  4%,,  1941-1960 

Passaic,  N.  J.,  Serial  Funding  4Ji%,  1948-1951 

Passaic,  N.  J.,  Water  4i<%,-  1959-1968 .°. 

Paterson,  N.  J.,  Serial  Funding  412%,,  1939-1949 

Paterson,  N.  J.,  Water  System  i)i%,  1951-1953 

Pawtucket,  R.  I.,  Citv  Hall  4%,  1940  &  1941 

Pawtucket,  R.  I.,  Fairlawn  Sewer  4%,  1940-1955 

Pawtucket,  R.  I.,  Funding  5i-'2%„  1939-1941 

Pawtucket,  R.  I.,  Highway  5%,.  1943  &  1951 

Pawtucket,  R.  I.,  Ref.  ZH%,  1947-1953.... 

Pawtucket,  R.  I.,  School  5%,  1951-1956 

Pawtucket,  R.  I.,  Schoolhouse  41^%,  8/1/195O-1960 

Pawtucket,  R.  I.,  Schoolhouse  4J^%,.  9/1/1950 .:... 

Pawtucket,  R.  I.,  Sewer  4%,  1948 ...: 

Pawtucket,  R.  I.,  Sewer  4}i%„  1950-1960 w 

Pawtucket,  R.  I.,  Sewer  5%,  1943-1956 


$77, 000. 00 
32, 000, 00 


130, 000. 00 
2,  650, 000.  00 


110,000.00 
55, 000. 00 

467, 000. 00 

76, 000. 00 

100, 000. 00 

232, 000.  00 
109, 000.  00 
500, 000. 00 

500,000.00  I 
150, 000. 00 
91,000.00 
20,  UOO.  00 
20, 000. 00 
185, 000. 00 
Sl9, 000. 00 
398,  000. 00 
50, 000.  00 
144,000.00 
,410,000.00 
140, 000.  00 
105, 000.  00 

174, 000. 00 
225, 000. 00 
176,  000.  00 
158, 000. 00 
148, 000. 00 
450,  000. 00 
69, 000.  00 
207, 000. 00 
100, 000. 00 
722, 000. 00 
150, 000. 00 
500,000.00 
309, 000. 00 
500,  000.  00 
24,  000. 00 
16, 000.  00 
33, 000. 00 
22, 000. 00 
347, 000. 00 
11,000.00 
55.000.00 
10, 000. 00 
25,000.00 
65, 000. 00 
47,000.00 


$97,814.62 
35,  S31.  68 
19,  682. 18 

603,  738.  71 

163, 874.  60 
46,  637.  90 

209. 867. 06 
53,  239.  69 

496, 732. 61 

140,  402. 49 
2,  815,  779. 08 

164,  509. 09  ■ 


127, 890.  86 
68, 340.  70 


308, 198.  30 
119,039.11 
516.  762.  73 

500.000.  GO 
154,  433.  01 
94,710.00 
20,512.68 
20, 612. 68 
196.  705. 94 
219,000.00 
481, 298.  la 
60,316.34 
159.892.11 
1,  385. 083. 07 
147,  576.  65 
106,  298.  30 

175,  445.  7ft 
232,  573. 06 
177,  638. 13 
159,  390,  71 
153,473.46 
452,  461. 07 
72, 282. 8& 
214, 879.  61 
115,147.67 
787, 959. 06 
153, 200.  69 
519,  947.  22 
316, 715.  86 
492,  534.  42 
24,063.51 
16, 150.  37 
33,  434. 84 
23, 075.  62 
350,  970.  31 
11,784.62 
56,041.04 
10,  231.  24 
25, 196. 90 
56,641.04 
49,791.03 


1622  CONCENTRATION  OF  ECONOMIC  POWER 

Bond*  Oumed  December  SI,  19S8 — Continued 

U.  8.  A.  STATE,  COUNTY,  AND  MUNICIPAL  BONDS-Continaed 


Admitted  asset 
value 


Pawtucket,  R.I.,  Sidewalk  5%,  1943 

Pawtucket,  R.  I.,  Street  Imp.  4%,  1940-1951 

Pawtucket,  R.  I.,  Water  5%,  1951-1956 

Peru,  Ind.,  Sewage  Works  Rev.  3H%,  1940-1959 

Philadelphia,  Pa.,  Loan  of  12/30/1919,  4Ji%,  1952,  Opt.  1942 

Philadelphia,  Pa.,  Loan  of  12/30/1919,  6H%,  1971 .„ 

Philadelphia,  Pa.,  Loan  of  12/30/1919,  iH%<  1974,  Opt.  1944.. _ 

Philadelphia,  Pa.,  Loan  of  12/30/1919,  4%,  1975,  Opt.  1945 _ 

Philadelphia,  Pa.,  Loa»o'  12/30/1919,  A}4%,  1975,  Opt.  1945 _ 

Philadelphia,  Pa.,  Loan  c   12/30/1919,  4^%,  1976,  Opt.  1946 

Philadelphia,  Pa.,  Loan  of  12/30/1919,  5%.  1982,  Opt.  1952. 

Philadelphia,  Pa.,  Loan  of  10/1/1920,  4%,  1953. -■ 

Philadelphia,  Pa.,  Loan  of  10/5/1923,  iH%,  1974,  Opt.  1944. _ 

Philadelphia,  Pa.,  Loan  of  10/5/1923,  4%,  1975,  Opt.  1945 , 

Philadelphia,  P9.,  Loan  of  10/5/1923,  41^%,  1975,  Opt.  1945.... 

Philadelphia,  Pa.,  Loan  onO/6/1923,  4}<%,  4/1/1976,  Opt.  1946 

Philadelphia,  Pa.,  Loan  of  10/5/1923,  434%,  10/16/1976,  Opt.  1946 

Philadelphia,  Pa.,  Loan  of  10/5/1923,  i}4%,  1977,  Opt.  1947 

Philadelphia,  Pa.,  Loan  of  10/5/1923.  4%,  1978,  Opt.  1948 

Philadelphia,  Pa.,  Loan  of  10/5/1923,  4Ji%,  1981,  Opt.  1951 

Philadelphia,  Pa.,  Loan  of  10/5/1923,  5%,  1982,  Opt.  1952 

Philadelphia,  Pa.,  Loan  of  9/22/1924,  4%,  1975,  Opt.  1945 

Philadelphia,  Pa.,  Loan  of  9/22/1924,  4}/2%,  1975,  Opt.  1945 

Philadelphia,  Pa.,  Loan  of  9/22/1924,  434%,  1976,  Opt.  1946 

Philadelphia,  Pa.,  Loan  of  9/22/1924,  4%,  1978,  Opt.  1948 

Philadelphia,  Pa.,  Loan  of  9/22/1924,  4^%,  1979,  Opt.  1949 

Philadelphia,  Pa.,  Loan  of  6/22/1925,  43-^%,  1975,  Opt.  1945 

Philadelphia,  Pa.,  Loan  of  6/22/1925,  4^%,  1976,  Opt.  1946 

Philadelphia,  Pa.,  Loan  of  6/22/1925,  4H%,  1977,  Opt.  1947 

Philadelphia,  Pa.,  Loan  of  6/22/1925,  4%,  1978,  Opt.  1948 

Philadelphia,  Pa.,  Loan  of  6/22/1925,  434%,  1978.  Opt.  1948 

Philadelphia.  Pa.,  Loan  of  4/10/1926,  5%.  1962.  Opt.  1952 

Philadelphia,  Pa.,  Loan  of  4/10/1926,  434%,  1976.  Opt.  1946 

Philadelphia.  Pa.,  Loan  of  4/10/1926.  4^%.  1977,  Opt.  1947 

Philadelphia.  Pa..  Loan  of  4/10/1926.  4%.  1978,  Opt.  1948    

Philadelphia.  Pa..  Loan  of  4/10/1926.  434%,  1978,  Opt.  1948 

Philadelphia,  Pa.,  Lo^n  of  4/10/1926,  4%,  1980.  Opt.  1950 

Philadelphia,  Pa.,  Loan  of  4/10/1926.  434%,  1980.  Opt.  1950 

Philadelphia.  Pa.,  Loan  of  4/10/1926.  5%.  1982.  Opt.  1952 

Philadelphia,  Pa..  Loan  of  3/21/1928.  4%,  1978,  Opt.  1948 

Philadelphia,  Pa.,  Loan  of  3/21/1928,  434%.  1979,  Opt.  1949 

Philadelphia,  Pa.,  Loan  of  3/21/1928,  i%,  1980,  Opt.  1950.... 

Philadelphia,  Pa.,  Loan  of  3/21/1928,  5%,  1982,  Opt.  1952 

Philadelphia.  Pa..  Loan  of  7/8/1929,  434%.,  1979,  Opt.  1949 

Philadelphia,  Pa.,  Loan  of  7/8/1929,  434%,  1980,  Opt.  1950 

Philadelphia,  Pa.,  Loan  of  7/8/1929,  4%,  1981,  Opt.  W51 

Philadelphia.  Pa.,  Loan  of  7/8/1929.  434%,  1981,  Opt.  1951 

Philadelphia,  Pa.,  Loan  of  7/8/1929,  5%,  198S,  Opt.  1952 

Philadelphia,  Pa.,  School  Dist.  Loan  of  8/1/1924,  4^%,  1944-1953 

Philad«lphia,  Pa.,  School  Dist.  Loan  of  11/1/1926,  43i%,  1941.. 

Phillipsburg,  N.  J.,  Ref.  Z}i%,  1940-1949 

Phoenix.  Ariz.,  Union  High  School  Dist.  of  High  School  Gymnasium 

m%,  1941-1958.  Part  Opt.  1948 

Phoenix,  Ariz.,  Union  High  School  Dist.  of  High  School  Imp.  354%, 

1941-1958 - - 

Phoenix,  Ariz.,  Union  High  School  Dist.  of  Junior  College  Imp.  3%%, 

1941-1958 

Pittsylvania  County,  Va.  Road  &  Bridge.  5%,  1948 

Plainfleld,  N.  J.,  Drainage  &  Sewer  iM%,  1940-1962 

Plalnfleld,  N.  J.,  Emergency  Relief  4'/i%,  1940-1943 

Plymouth  County,  Iowa.  Primary  Road  4^%,  1939  &  1940 

'  Polk  County,  Iowa,  Funding  2'i%.  1939-1943 

Polk  County,  Iowa,  Funding  5%,  1939-1944 ." 

Port  Angeles.  Wash.,  Mun.  Water  Works,  Elwha  River  Ext.  6%,  1943- 

19C0,  Part  Opt.  1945 

Port  of  New  York  Authority.  Oen.  &  Ref.  1st  Series.  4%.  1975 

Port  of  New  York  Authority.  Qen.  &  Ref.  2nd  Series.  3Ji%.  1965.. 

Port  of  New  York  Authority,  New  York-New  Jersey  Terminal,  Series  D, 

.AM%,  1045-1960 

^ort  of  Seattle.  Wash.,  Oen.  Serial  3%.  1951-1960. 

Port  of  Seattle,  Wash.,  Gen.  Serial  3>i%,  1944-1950 

Port  of  Seattle,  Wash.,  Oen.  Serial,  Central  Water  Front  Imp.,  Series 

No.  2,  41^%.  1946-1958. 

Portland.  Ore.,  Bridge  4%,  1942 

Portland,  Ore.,  Kef.  Imp.  3}^%,  1942. 

Portland.  Ore.,  Refund  Water  43-2%,  1944-1947 

Portland,  Ore.,  Water,  Dated  10/1/1923,  4%  1945-1953 

Portland.  Ore..  Water.  Dated  4/l'1924.  4%,  1947 

Portland.  Ore.,  Water.  Dated  3/1/1926,  4%,  1944-1954 


$2,000.00 

10,000.00 

43,000.00 

220,000.00 

812,000.00 

75. 000. 00 

162,000.00 

75.000.00 

258.000.00 

50.000.00 

449.000.00 

100.000.00 

21.000.00 

10.000.00 

392,000.00 

56. 000. 00 

223.000.00 

2,000.00 

213.000.00 

394,000.00 

130,000.00 

100, 000. 00 

600.000.00 

616, 000. 00 

16.000.00 

4,000.00 

64.000.00 

493,000.00 

206, 000. 00 

55,000.00 

227, 000.  00 

100,000.00 

67, 000. 00 

21,000.00 

10,000.00 

50,000.00 

7.000.00 

177. 000. 00 

80,000.00 

15,000.00 

20,000.00 

157,000.00 

400, 000. 00 

76.000.00 

126,000.00 

637, 000. 00 

85, 000. 00 

70, 000. 00 

205,000.00 

45, 000. 00 

220,000.00 

134,000.00 

448,000.00 

338,000.00 
50,000.00 

220. 000. 00 
94, 000. 00 
18, 000. 00 

450, 000. 00 

103,000.00 

125,000.00 
603,000.00 
660. 000. 00 

276, 000. 00 
204, 000. 00 
100,000.00 

50.000.00 
100, 000. 00 
100, 000.  00 
98,000.00 
19, 000. 00 
1,000.00 
102,000.00 
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Bonds  Owned  December  31,  1938 — Continued 
U.  S.  A.  STATE,  COUNTY,  AND  MUNICIPAL  BONDS— Continued 


Admitted  asset 
value 


Portland,  Ore.,  Water,  Dated  4/1/1927,  4%,  1949-1951 

Portland,  Ore.,  Water,  Dated  2/1/1929.  4%,  1945-1956 

Portland,  Ore.,  Water,  Dated  4/1/1930,  4%,  1945-1947 

Portland,  Ore.,  Water,  Dated  7/16/1934,  4%,  194.W964 

Pottawattamie  County,  Iowa,  Primary  Road  Ref.  3?-i%,  1947  &  1948.... 

Price  County,  Wis.,  Highway  Imp.,  Series  C,  Dated  5/1/1936,  3%,  1941  & 

1942. 


Price  County,  Wis.,  Highway  Imp.,  Series  C,  Dated  5/1/1937,  3%,  1943- 
1946 

Prince  GeorEe's  County,  Md.,  Public  School  4%,  1939-1963 

Quincv,  111.,  School  Dist.  No.  172,  Funding  5%,  1939-1952 

Quincy,  Mass.,  North  Quincy  High  School  2^%,  1939-1945 

Quincy,  Mass.,  St.  Construction  Loan,  2;4%>  1939-1945... '.. 

Racine  Countv,  Wis.,  Poor  Relief,  Series  1933.  5%,  1939  &  1943.... 

Racine-County,  Wis.,  Relief,  Series  1934,  3H%.  1939-1944 

Racine  County,  Wis.,  Relief,  Series  1936,  2Ji%,  1939  &  1940 

Raleigh,  N.  C,  Ref.,  Series  A,  3H%,  1951-1956 

Raleigh  N.  C,  Ref.,  Series  B,  3M%,  1946-1953 % 

RamsfiV  County,  Minn.  Public  Welfare  4%,  1942-1944 ."". 

Richmond  Bridge  Corp.,  Vs.,  Bridge  Rev.  Ref.,  Series  A,  4%,  1945-1963, 
Opt.  1950 ---- 

Riverside-Brookfield  High  School  Dist.  No.  208,  Cook  County,  111.,  3H%, 
1940-1957 

Roane  County,  Tenn.,  Funding  5%,  1947 

Roane  County,  Tenn.,  Ref.  5%,  1956,  Opt.  1937-1942.. 

Roanoke,  Va.,  Public  Imp.,  Series  0,  4"^%,  1954 

Roanoke,  Va.,  Public  Imp.,  Series  R,  4)^%,  1957 : 

Roanoke,  Va.,  Public  Imp.,  Series  W,  4^^%,  1961 

Rochester,  N.  Y..  Public  Welfare,  4%,  1939 

Rochester,  N.  Y.,  Public  Welfare,  lk%,  1939 

Rock  Island,  Bl.,  Sewerage  Rev.  35^%.  1940-1972 

Rockford,  HI.,  Sanitary  Dist.  Sanitary  Sewer  414%.  1939-1946.. 

Rockford,  Bl.,  Sanitary  Dist.  Sanitary  Sewer  4H%,  1947  &  1948 

Rockland,  Callicoon,  Liberty  and  Neversink  (Sullivan  County),  Col- 
chester and  Andes  (Delaware  County),  and  Hardenburgh  (Ulster 
County),  N.  Y.  Central  School  Dist.  No.  2  of,  3.10%,  1949-1967 

Rogers  County,  Okla.  Road  Ref.  5V^%,  1939-1942 

Rutherford  County,  Tenn.  Highway  6%,  1950 

Rve,  N.  Y.,  Highwav  iH%.  1948  &  1949... 1.. 

Rye,  N.  Y.,  Public  Imp.  4Ji%,  1948  &  1949 

St.  Charics  County,  Mo.,  Toll  Bridge  Revenue,  Serie."?  A,  3*<i%,  1956 
Opt.  1937 

St.  Louis  County,  Minn.,  County  Bond  2}/i%,  1944  &.  1945 

St.  Louis  County,  Minn.,  County  Rop.d  2?4%.  1946-1948 

St.  Louis,  Mo.,  Hospitnl  4%,  1947-1954 

St.  Louis,  Mo.,  Relief  3^4%.  1941-1943,  Opt.  1939 •. :... 

St.  Lout's  County,  Mo.,  Road  iM%,  1949-1952... 

Salem,  Ore.,  Water  3'/^%,  1946-1950 

Salem,  Ore.,  Water  3«'4%.  1951-1960..... , 

Salen\  Ore.,  Water,  Dated  7/1/1935,  4%,  1945-1952 ... 

Salem,  Ore  ,  Water,  Dated  7/1/1936,  4%,  1961 _ 

Salt  Lake  City,  Utah,  Ref.  4^%,  1943-1953... 

Salt  River  Project  Agricultural  Imp.  &  Power  Dist.  Ariz.,  Dated  10/1/ 
1937,  4^%.  1/1/1948-1952 

Salt  River  Project  Agricultural  Imp.  &  Power  Dist.  Ariz.,  Dated  6/1/ 
38,  4K%,  7/1/1948-1952 1 

San  Bernardino  County,  Calif.,  Highway,  5%,  1940-1954. 

San  Diego,  Calif.,  Mun.  Imp.  Mun.  Air  Port  Bond  Fund  41^%,  1953- 
1962 _ 


Sandusky  County,  Ohio,  State  St.  Bridge  6%,  1939  &  1940 

San  Francisco,  Calif.,  Bernal  Cut  A\'i%.  1939-1946 

San  Francisco,  Calif.,  Boulevard  4^%.  1939-1951 

San  Francisco,  Calif.,  Hetch  Hetchy  Water  5%.  19G1-1964 

San  Francisco,  Calif.,  Spring  Valley  4V^%,  1951-1962 

Schroon.  N.  Y.,  Central  School  Dipt.  No.  1  School  Bldg.  4%,  1940-1959.. 
Seattle,  Wash.,  Mun.  Light  &  Power,  Series  LT-1,  4»<%.  1941  &  1942... 

Seattle,  Wash.,  Mun.  Light  fi  Power,  Series  LT-7,  iy^%,  1941-1951 

Seattle,  Wash.,  Mun.  Light  &  Power,  Series  LU-l,  5%,  '93S-1955 

Seattle,  Wash.,  Mun.  Light  &  Power,  Series  LU-3,  5%,  1945- 195S 

Seattle,  Wash.,  Mun.  Light  &  Power,  Series  LU-5.  4%,  1942-iy.'.8 

Seattle,  Wash.,  Mun.  light  &  Power,  Series  LX-1,  5%,  1944-1956., 

Seattle,  Wash.  Mun.  Light  &  Power,  Series  LX-2.  5%,  1944-1956 

Seattle,  Wash.,  Mun.  Water,  Series  No.  1,  3%,  1945-1948 

Shelby,  N.  C,  Funding  3H%.  1940-1944 

Shelby,  N.  C,  Ref.  St.  Imp.  3^%-  1940-1942 

Shelby,  N.  C,  Ref.  M^ater  31^%.  1951-1956 , 

Shelby,  N.  C,  Ref.  Water  3^%,  1944-19W... 

Shelby  County,  Tenn.,  County  Institutions  4<^,  1942-1957 .  


$19, 000. 00 
180,  000.  00 
120, 000.  00 
100, 000. 00 
83,  000. 00 

96, 000. 00 

136, 000.  00 
180, 000.  00 
275.  000. 00 
45,  000. 00 
60, 000.  00 
65, 000.  00 
300,000.00 
60, 000.  00 
302, 000. 00 
f.4, 000. 00 
422, 000. 00 

270, 000. 00 

200,000.00. 
15, 000. 00 
73, 000. 00 
100,  000.  00 
110, 000.  00 
165, 000. 00 
225, 000.  00 
200, 000. 00 
450, 000. 00 
60,1)00.00 
50, 000. 00 


200, 000. 00 
76.000.00 

200,  000.  00 
38, 000. 00 
12,000.00 

300,000.00 
127.000.00 
450,000.00 
400, 000. 00 
600, 000. 00 
100,000.00 

35,000.00 
146,000.00 
287,000.v,0 

19, 000. 00 
220,000.00 

600,000.00 

250, 000. 00 
128,000.00 

83,000.00 
13, 000. 00 
141,000.00 
453, 000. 00 
240,000.00 
275, 000. 00 
153,000.00 
107, 000. 00 
115,000.00 
125, 000. 00 
145,000.00 
494,000.00 
77, 000. 00 
52. 000. 00 
500, 000.  00 
20, 000. 00 
3. 000. 00 
63.000.00 
5?,  000. 00 
283,000.00 


$19,271.44 
179, 875.  00 
120, 000.  00 
102,317.51 
86, 092.  72 

98, 352.  02 

136,000.00 
185, 879. 06 
290, 737. 33 
45,  419.  99 
60,103.93 
65, 049. 55 
304, 198.  53 
60,  518.  19 

302. 000.  00 
64,296.57 

423, 129. 94 

290,  722.  55 

204, 950.  04 
14, 833.  26 
72,  763.  59 
104.  321.  41 
117, 439.  48 
17.5,744.90 

225. 001.  84 
200, 078. 03 
483, 164.  44 

59,891.60 
52, 884. 82 


200, 000. 00 
76, 000.  00 

217,  332.  13 
43, 004. 99 
13,  580. 51 

299, 928. 93 
127,  337. 18 
455,158.10 
411,240.49 
600, 199. 97 
114,671.54 

30, 712. 85 
155,066.02 
307, 690.  29 

20, 626. 01 
228, 256. 60 

510, 558. 79 

255,469.71 
130, 829. 67 

90,  791. 96 
13,020.61 
141,  .573. 93 
455,129.72 
319, 962.  60 
336,659.13 
160,079.09 
111,427.27 
118,4S8.85 
130,805.08 
152,  968.  73 
491.686.65 
82.  743. 80 
56, 3S2.  61 
.50(>,  000. 00 
20,  650. 70 
3, 086. 02 
62, 963. 26 
53,  516. 20 
288. 858. 13 
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Par  value 

Admitted  asset 
value 

$220,000.00 

$220,000.00 

26,000.00 

26, 000. 00 

180,000.00 

178, 109. 61 

235,000.00 

238,  682.  24 

100,000.00 

99,481.20 

2S,'),  ono.  00 

28c,  000. 00 

500.  coo.  00 

491,314.11 

345,000.00 

359, 887. 84 

80,000.00 

89,112.93 

343,000.00 

388,118.65 

100, 060. 00 

114,682.98 

525,000.00 

537,  790.  98 

424,000.00 

433,920.46 

12,000.00 

12,005.55 

91,000.00 

92, 633. 12 

100,000.00 

102, 749. 44 

150,000.00 

161,405.48 

100, 000. 00 

107,  598.  23 

123, 000. 00 

128, 591.  77 

10,000.00 

11.654.97 

27, 000. 00 

27,  656.  30 

128, 000. 00 

128,000.00 

72, 000. 00 

71,332.55 

50. 000.  00 

53, 037.  32 

59, 000. 00 

61,106.60 

463,000.00 

473,630.41 

128,000.00 

130, 968. 00 

39,000i00 

43.681.66 

86,000.00 

96,323.66 

25,000.00 

27,942.63 

12,000.00 

12,307.99 

96.000.00 

95, 484. 38 

66, 000. 00 

67, 790. 01 

15,000.00 

15, 098. 37 

8,000.00 

8,345.68 

102,000.00 

110, 377. 01 

61,000.00 

61, 970.  82 

100,000.00 

98,814.18 

183, 000. 00 

182, 100. 06 

128,000.00 

128, 894.  22 

100,000.00 

115,199.29 

425, 000. 00 

425,351.18 

134,000.00 

144,984.55 

850.000.00 

851,3*^3.53 

60,000.00 

50,611.21 

34,000.00 

34,073.00 

124,000.00 

125,040.79 

640, 000. 00 

564, 092. 46 

.W.OOO.OO 

63,203.03 

200, 000. 00 

200,000.00 

700, 000. 00 

714,733.42 

61, 000. 00 

72,371.59 

1, 070, 000. 00 

1,138,315.23 

1,542,000.00 

1.  696. 898. 99 

100,000.00 

109, 717. 93 

65, 000. 00 

66,832.67 

300. 000. 00 

317, 842.  21 

635,000.00 

638.513.96 

60, 000. 00 

62,900.11 

170.000.00 

197,451.06 

84, 000. 00 

88, 586. 31 

225,  ono.  00 

224.451.03 

162. 000. 00 

169.733.97 

310.000.00 

332.C01.96 

98.000.00 

95,865.47 

84,000.00 

89, 683.  66 

120.000.00 

125,111.13 

750,000.00 

742,177.50 

250,000.00 

262, 645.  04 

Shorewood,  Wis.,  School  Dist.  No.  4,  Science  Bldg.  &  Heating  Plant 
4Vi'ro,  1939-1943 

Shorewood,  Wis.,  School  Dist.  No.  4,  Science  Bldg.  <fe  Heating  Plant 
Completion  4Ji%,  1939-1943 

Sioux  City,  Iowa,  Ind.,  School  Dist.  5%,  1941 

Sioux  Falls,  S.  Dak.,  Ind.  School  Dist.  5%,  1942. 

Sioux  Falls,  S.  Dak-.,  Ind.  School  Dist.  5^%.  1940 

South  Carolina,  State  Ctfs.  of  Indebtedness  3%,  1949-1952 

South  Carolina,  Slate  Highway  Ctfs.  of  Indebtedness  2?i%,  1945-1947.... 

South  Carolina,  State  Highway  Ctfs.  of  Indebtedness  4K%,  1948-1953.... 

South  Carolina,  State  Highway  Ctfs.  of  Indebtedness  4H%,  8/1/1947- 

1953 


South  Carolina,  State  Highway  Ctfs.  of  Indebtedness  4H%,  12/1/1947- 
1953 


South  Carolina,  State  Highway  Ctfs.  of  Indebtedness  iH%,  1946-1950 

South  Dakota,  Ref.  3M%.  1944  &  1945... 

South  Milwaukee,  Wis.,  School  0%,  1939-1941 

Spartanburg  County,  S.  C,  Ref.  3}^%,  1947-1952 

Spartanburg  County,  S.  C,  Kef.  314%,  1940-194G 

Spartanburg  County,  S.  C,  Road  Imp.  3}^%,  1943-1948. .  . 

Spokane  County,  Wash.,  Funding  5%,  1945-1949 . 

Spokane,  Wash.,  General  of  1931,  4%,  1948-1951 

Spokane,  Wash.,  General  of  1933,  5'^%,  1951..... . 

Spokane,  Wash.,  General  of  1933,  Series  A.  5H%,  1939-1943 

Spokane,  Wash.,  General  of  1934,  Series  A,  Z}i%,  1947-1954 

Springfield,  III.,  Electric  Light  Plant  &  System  Ctfs.  of  Indebtedness 
2.9C%,  1948  &  1949,  Opt 

Springfield,  Mo.,  School  Dist.  4}^%,  1948  <t  1949.... 

Springfield,  Ohio,  Hospital  4%,  1946  &  1947 

Springfield,  Ohio.  Sewer,  Dated  9/1/1933,  4%,  1940-1958 

Springfield,  Ohio,  Sewer,  Dated  9/1/1934,  4%,  1940-1960 

Springwells  (now  Dearborn),  Mich.  Mulkcy  Ave. -Mich.  Oontral  Grade 
Separation  4V^%.  1955.. 

Springwells  (now  Dearborn),  Mich.  Schaefer  Road-Detroit  &  Ironton 
Grade  Separation  4H%.  1955 

Springwells  ("now  Dearborn),  Mich.  Water  Ext.  4^3^%,  1954 

Stanly  County,  N.  C,  Jail  3M%.  1945-1948... 1 

Stanly  Countv,  N.  C,  School  3!-<%,  1950-1956 

Stanly  County,  N.  C,  School  3^%,  1945-1949 

Stevens  Point,  Wis.,  Water  Works  5%,  1939-1941.. 

Suffolk  County,  N.  Y.,  Emergency  Relief  5.25%,  1943 

Suir.<lk  County,  N.  Y.,  Highway  5.25%.  1944-1952 

Sullivan  County,  Tenn.,  Highway  6%.  1942  &  1943 

Sullivan  County,  Tenn.,  Road  Imp.  4J^%,  1942..„ 

Sullivan  Countv,  Tenn.,  School  3'/2%,  1945-1957 

Summit,  N.  J.,  Imp.  Funding  4^%.  1940-1943 

Syracuse,  N.  Y.,  Ref.  Water  514%.  1952-1960. 

Syracuse,  N.  Y.,  Welfare  4.10%,  1940-1943 . 

Tacoma,  W.-ish.,  Water  4%,  1942-1952 

Tampa,  Fla.  Gen.  Ref.,  Series  EC,  4%,  1941-1958.-   . 

Taylor  County.  W.  Va.  Permanent  Road  Imp.  5%,  1944-11946 

Tazewell  County,  Va.  Road  &  Bridge,  1912,  5%,  1939-1942 

Tazpwoll  County,  Va.  Road  &  Bridge  Imp.,  1916,  5%,  1939-1946 

Tennessee,  Bridge  4'4%,  1944. 

Tennessee,  Bridge  4'-i%.  1945 

Tennessee.  Cons.  Bonds  for  Cou/ity  Reimbursement  3K%i  1949 

Tennessee,  Cons.  Bonds  for  Ref.  3'/^%,  1948... 

Tcnne.^see,  Highway  6%,  1946  &  1947 

Tennessee,  Highway  Ref.,  3}/2%.  1955... . 

Tennes.'pe,  Higliwav  Ref.,  Series  A,  3.90%,  1955  &  1958 

Tennessee,  Ref.,  Series  B,4^%,  1948 .  _ 

Thornton  Township  High  School  Dist.  No.  205  Cook  County,  111.  Fund- 
ing 3',<%,  19.')7  Opt.  1950-1955 

Thornton  Township  High  School  Dist.  No.  205  Cook  County  HI.  School 
Bldg.  4%,.  1956.  Opt.  1943-1955. 

Trenton,  N.J.  Gen.  Funding  3;.<%,1939-1941 

Trenton,  N.  J.  School  of  1913  4K%.  1943 

Trenton,  N.J.  School  of  1930.  4^%.  1958  &  1964 .^..- 

Trcnton,  N  J.  Water  Imp.  4H%,  1943 

Tucson,  Ariz.  High  School  Dist.  6%.  1939-1941 

Tulsa.  Okla.,  Funding  5H%.  1939-1952 

Tulsa,  Okla.,  Waterworks  5,^%,  1942-1947 ... 

Valparaiso,  Inc.  Waterworks  Rev.  3K%.  1951-1965  Opt.  1947 .  . 

Vance  County,  N.  C.  School  Bldg.  4%,  1948-1954 .  

Warwick,  R.  I.  Serial  School  4%.  1951-1963 

Washington.  Gen.  Oblis-ation  3?<%.  1950  &  1951 

"Washington,  Gen.  Obligation  4%,,  1949  &  1950 
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U.  S.  A.  STATE,  COUTY,  AND  MUNICIPAL  BONDS— Continued 


Admitted  asset 
value 


Washington  (D.  C.)  Suburban  Sanitary  Dist.  Md.,  Series  B,  5%,  1969, 
Opt.  1949,  (Int.  &  Prin.  Qtd.  by  Montgomery  and  Prince  George's 
Counties,  Md.) -..- - 

Washington  (D.  C.)  SuburbanSanitary  Dist.  Md.,  Series  EE,  5%,  1984, 
Opt.  1964,  (Int.  &.  Prin.  Qt .  by  Montgomery  and  Prince  George's 
Counties,  Md.) 

Waterbury,  Conn.  Bridge  iM%,  1939-1955.-.. 

Waterbury,  Conn.  Fire  Dept.  4".^%,  1939-1952 

Waterbury,  Conn.  Sewerage  4Ji%,  1939-195.5 

Waterbury,  Conn.,  Water,  22nd  Series,  4^%,  1965-1968 

Waterbur>,  Conn.,  Water,  23rd  Series,  4H%.  1955-1969 

Waterloo,  Iowa,  Funding  6%,  1939-1941 

Watervliet,  N.  Y.,  Water  Supply  4%,  i942-1960 

Wavne  Countv,  N.  C,  Ref.  Gold  4^4%,  1939  &  1940 

Wayne  County,  N.  C,  Road  4^4%,  1939-1960 

Westchester  County,-N.  Y.,  Blind  Brook  Sanitary  Sewer  4%,  i968 

Westchester  County,  N.  Y.,  County  Park  4%,  1965 

Westchester  County,  N.  Y.,  County  Park  4^4%.  1954 - 

Westchester  Countv,  N.  Y.,  Hutchison  Valley  Sanitary  Sewer  4%,  1958 

Westchester  County,  N.  Y.,  Park  3H%,  1951  &  19.53.- 

Westchester  County,  N.  Y.,  Park  4%,  1961  &  1958 

Westchester  County,  N.  Y.,  Park  i}i%,  1971-1975.... 

Westchester  County,  N.  Y.  Park  4H%,  1957... 

West  Orange,  N.  J.,  Gen.  Ref.  ZM%,  1940-1946 

Wichita,  Kan.  Board  of  Education.  School  Dist.  No.  1,  4>^%,  1944-1948. 

Wichita,  Kan.  Internal  Imp.  Refund  4)-^%,  1940-1944... 

Wil.son  County,  N.  C,  Highway  4H%,  1939-1954 : 

Winston-Salem,  N.  C,  Funding  4»'4%,  1939...:.... 

Winston-Salem,  N.  C,  Gen.  Ref.  4%.  1951-1956 

Winston-Salem,  N.  C,  Ref.  3Vi%,  1953-1965 

Winston-Salem,  N.  C,  School  Ref.  4%,  19.52-1955 

Winston-Salem,  N.  C,  Sewer  4%,  1940-1958 

Winston-Salem,  N.  C,  Ref.  45-4%,  1939 

Winsto'i-Salem,  N.  C,  Water  Ref.  4%,  1952-1955 

Winstcfl-Salem,  N.  C,  Water  4'4%,  1939 

Wise  Jounty,  Va.,  Gen.  Ref.,  Series  A,  45i%,  1943-1965 

Wyandotte  County,  Kan.  Funding  4^4%,  1941 

Yonkers,  N.  Y.,  Assessment,  Series  A,  5%,  1943.. 

Yonkers,  N.  Y.,  Equipment  5%,  1943  &  1944 

Yonkers,  N.  Y.,  General,  Series  II,  5%,  1942  &  1943 

Yonkers,  N.  Y.,  General,  Series  III,  2'4%,  1943  &  1944 

Yonkers,  N.  Y.,  General  3%,  1945-1947 

Yonkers,  N.  Y.,  General  Corporate  5%,  1940-1942 

.Yonkers,  N.  Y.,  Public  Bldg.  4%,  1946  &  1947 

Yonkers,  N.  Y.,  Ref.  2^%,  1943  &  1944 

Yonkers,  N.  Y.,  School  5%,  1955-1959. 

Yonkers,  N.  Y.,  School,  Series  A,  4%,  1946  &  1947.. 

York  County,  S.  C,  Highway  3^%,  1946-1954 

Yorktown,  New  Castle  and  Cortlandt,  N.  Y.,  Board  of  Education,  Cen- 
tral School  Dist.  No.  2,  4%,  1941-1954 

Youngstown,  Ohio,  City  School  Dist.  Imp.  53^%,  1939  &  1940 

Youngstown,  Ohio,  Water  Works  Imp.  6%,  1939-1946 

Total 


70,000.00 

$80,402.97 

$300,000.00 

317,812.63 

84,000.00 

86,444.18 

36, 030. 00 

36,879.91 

364, 000. 00 

373,  523. 92 

35,000.00 

40,  505.  82 

30, 000.  00 

34, 753.  67 

32, 000. 00 

32,  285.  61 

85. 000. 00 

87,  701.  94 

50.  000.  00 

50, 002.  45 

220.  000.  00 

224,  571.  62 

20,  OCO.  OC 

20,886.34 

100, 000.  00 

106, 428.  22 

30, 000. 00 

31,  744. 10 

10, 000.  00 

10,412.90 

117, 000.  00 

123,416.31 

19.  000.  00 

10,  443.  76 

110, 000. 00 

119,425.82 

40, 000.  00 

.  43,  684.  57 

1,50,  000.  00 

l.S2^*«).  18 
1057387.  43 

100,  000.  00 

106, 000.  PO 

.     ■«)7,  344.  58 

445,000.00 

445, 000.  00 

25.  000.  00 

25,  398. 11 

68. 000. 00 

74,  505.  05 

174,  000. 00 

177,850.65 

24, 000. 00 

26, 269.  54 

215, 000. 00 

233,  789.  91 

9.000.00 

9, 144. 66 

8, 000.  00 

8,  756.  51 

2,  000.  00 

2, 032. 16 

300, 000.  00 

300,  000. 00 

332, 000. 00 

332,  777. 94 

4,  OCO.  00 

4, 068.  63 

20, 000.  00 

20,  368. 01 

85,000.00 

86, 296. 24 

210,000.00 

210,978.84 

335,  000.  00 

334,  573. 40 

593, 000.  00 

60G,-0C9. 19 

50, 000.  00 

40,  580.  60 

160, 000. 00 

160,  749.  23 

250, 000.  00 

286, 282. 20 

50, 000.  00 

49,  580.  60 

342,  000. 00 

348, 289. 03 

81,000.00 

85, 988.  64 

25,  000.  00 

25, 332.  79 

100,  000.  00 

101, 946. 01 

202,515,521.75 

212,088,704.65 

CANADIAN  PROVINCIAL  AND  MUNICIPAL  BONDS 


Alberta,  Province  of,  6%,  1941                                                           

63, 000.  00 

128, 000.  00 

76, 000. 00 

1, 000,  000. 00 

115.000.00 

85, 000.  00 

1, 205, 000. 00 

605,  000. 00 

553,  000.  00 

20,  000. 00 

30, 000.  00 

35,  000.  00 

210, 000. 00 

282, 000.  00 

500,  000.  00 

700,  OUO.  00 

500,  000.  00 

1, 000,  000.  00 

1,  400, 000.  00 

250, 000.  00 

2, 000, 000. 00 

740,000.00 

•$40,  950.  00 

Alberta,  Province  of,  5%,  1942 

•76,  800.  00 

•45,  000. 00 

Alberta.  Province  of,  4J^%,  1945 

•570,  000. 00 

Alberta,  Province  of,  5!/o%,  1947                                                

•72,  460. 00 

Alberta,  Province  of  5%  1948 

•51, 000. 00 

•723, 000. 00 

•381.150.00 

British  Columbia,  Province  of,  sVi'^o.  1939                              - 

552,  532. 28 

British  Columbia  Pro\inceof  5%' 7/2/1939 

20, 009.  75 

30,015.54 

35, 143.  57 

Manitoba,  Province  of,  5J^%,  1012                                  

210,664.01 

Manitoba,  Province  of,  4}^%  1945                                           

276,  233. 45 

Manitoba,  Province  of  4H%  1958 

480, 972. 86 

716,703.05 

Montreal,  Quebec,  5%,  1942                         . 

495, 029.  75 

Montreal,  Quebec,  i\i%,  1946                                             

975, 137.  84 

Montreal,  Quebec,  Sinking  Fund  5%  1954                                         

1, 367,  773. 15 

24C,  907.  70 

Montreal,  Quebec,  .Sinking  Fund  4^%.  1966 

1,914.182.70 

New  Brunswick,  Province  of,  4H%.  1955 

801,399.31 
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Par  value 

Admitted  asset 
value 

New  Brunswick,  Province  of,  5%  ,1960 

$660,000.00 
500, 000. 00 
922, 000. 00 
100.  000.  00 

235, 000.  on 

256, 000. 00 
487, 000. 00 

1,250,000.00 

2,  463, 000.  Off 
50,000.00 

1,000,000,00 
200.000.00 
130, 000. 00 

1,750,000.00 

2,585,000.00 
125, 000. 00 
306. 000. 00 
100, 000. 00 
175, 000. 00 

1,500,000.00 
520,000.00 
122, 000. 00 
400, 000. 00 
135, 000. 00 
175, 000. 00 

1,029,000.00 

150,000.0a 

170.000.00 
115,000.00 
303,000.00 

2, 134, 000.  00 
326,000.00 

1,050,000.00 
500. 000. 00 
870, 000.  00 

$751.  259. 36 

554, 403.  45 

1, 007,  753.  84 

110  397  21 

New  Brunswick,  Province  of,  4^%,  1961 

Nova  Scotia,  Province  of.  4}/;%,  1932-^7 

Nova  acotia.  Province  of,  4H%.  1948 

Nova  Scotia,  Province  of,  5%,  1959 

264, 679.  76 

291,926.37 

542,  658. 13 

1,  242,  S42. 08 

Nova,  Scotia,  Province  of.  5%,  1960 

Nova  Scotia,  Province  of,  414%,  1960 

Ontario,  Province  oi,  5%,  1942 

Ontario,  Province  of,  External  6%,  19-13 

Ontario,  Province  of.  Internal  6%,  1943.. 

49,  657. 32 
979  935  73 

Ontario,  Province  of,  4^%,  1944... 

Ontario,  Province  of,  5%.  1952 

211  744  71 

Ontario,  Province  of,  4H%.  1950-1957 

Ontario,  Province  of,  5%,  1959 ■ 

1  973  620  02 

Ontario,  Province  of,'5%,  1960 

2.931,441.07 

Ontario,  Province  of,  A}4%,  1951-1962 

Ontario,  Province  of.  4H%,  1951-1968 

340,  397. 05 
100  048  80 

Ottawa,  Ontario,  5%,  1939 

Quebec,  City  of,  Quebec,  5%,  1959.... 

Quebec,  Province  of,  4H%.  19.50-45 

Quebec.  Province  of.  41^%,  1956- 51 

588, 049.  67 
138, 393.  72 

Quebec.  Province  of,  il4%,  1957-52 

Quebec,  Province  of,  4%,  1958-53 

Quebec.  Province  of,  4J4%.  1961 „      . 

Saskatchewan,  "Province  of ,  4%.  1940 .^ 

Saskatchewan.  Province  of,  5»4%.  1946... 

154.689.49 
173. 719. 43 

Toronto,  Ontario.  4V<;%,  2/1/1941-1945 

Toronto.  Ontario.  i}4%,  3/1/1942-1945 . 

167. 800.  25 

Toronto,  Ontario,  4H%.  10/1/1941-1917 

Toronto,  Ontario.  4>4%.  11/1/1941-1944 

Toronto,  Ontario,  6%,  7/1/1939-1951.. 

2  132  201  08 

Toronto,  Ontario,  5%,  1939  &  1910 

325  161  28 

Winnipeg,  Manitoba,  4J^%.  1944 

Winnipeg,  Manitoba,  4>4%,  1946 

1,027,355.76 
487  688  87 

Winnipeg,  Manitoba,  4}^%,  1950                                                          v 

833, 137.  66 

Total 

34,316,000.00 

33,913,(^6.27 

U.  S.  A.  RAILROAD  BONDS 


Atchison.  Topeka  &  Santa  Fe  Ry.  Co.,  Gen.  Mtp.  4%,  1995 

Atchison,  Topeka  &  Santa  Fe  Ry.  Co.,  Transcontinental  Short  Line 
•  4%.  19.-,8 

Atlantic  Coast  Line  R.  R.  Co.,  1st  Cons.  Mtg.  4%,  1952... 

Atlantic  Coast  Line  R.  R.  Co.,  Oen.  Unified  Mtp.  Series  A,  VA%,  1964. 

Baltimore  &  Ohio  R.  R.  Co.,  Ref.  &  Gen.  Mte.  5%.  1995. 

Baltimore  &  Ohio  R.  R.  Co.,  Ref.  &  Gen.  Mtg.  6%,  1995 

Baltimore  <t  Ohio  R.  R.  Co.,  Ref.  &  Gen.  Mte.  5%,  2000 

Baltimore  &  Ohio  R.  R.  Co.,  1st  Mtg.  4%,  194.S 

Baltimore  &  Ohio  R.  R.  Co.,  1st  Mtg.  5%,  1948 

Burlington,  Cedar  Rapins  &  Northern  Ry.  Co.,  Cons.  1st  Mtg.  5%,  1934 

(New  York  Trust  Co.  Ctfs.) 

Central  of  Georgia  Ry.  Co.,  Chattanooga  Div.  P.  M.  Mtg.  4%,  1951 

Central  Pacific  Ry.  Co.,  1st  Ref.  Mtg.  4%,  1949. 

Central  Pacific  Ry.  Co..  Through  Short  Line  Div.  1st  Mtg.  4%,  1954..., 

Chesapeake  &  Ohio  Ry.  Co.,  1st  Cons.  Mtg.  5%.  1939 _, 

Chesapeake  &  Ohio  Ry.  Co.,  Gen.  Mtg.  i}^%.  1992 

Chicago  &  Alton  R.  R.  Co.,  Ref.  Mtg.  3%,  1949 

Chicago,  Burlington  &  Quincy  R.  R.  Co.,  Gen.  Mtg.  4%,  1958 

Chicago,  Burlington  &  Quincy  R.  R.  Co.,  Illinois  Div.  4%,  1949 

Chicago.  Burlington  &  Quincy  R.  R.  Co.,  1st  &  Ref.  Mtg.  5%,  1971 

Chicago  &  Erie  R.  R.  Co.,  1st  Mtg.  5%,  1982 

rhica?:o,  Milwaukee  &  St.  Paul  Ry.  Co.,  Gen.  Mtg.  4H%.  19S9.. 

Chicago,  Milwaukee*  St.  Paul  Ry.  Co.,  Gen.  Mtg.  4%,  1989 

Chicago,  Milwaukee,  St.  Paul  &  Pacific  R.  R.  Co.,  50- Yr.  Mtg.  Gold 

Series  A,  5%,  1975 '. 

Chicago  &  North  Western  Ry.  Co.,  Gen.  Mtg.  3H%,  1987 

Chicago  &  North  Western  Ry.  Co.,  Qeu.  Mtg.  (Reg.)  3H%.  1987.. 

Chicago  &.  North  Western  Ry.  Co.,  Gen.  Mtg.  4%,  1987 

Chicago  &  North  Western  Ry.  Co.,  Gen.  Mtg.  (Reg.)  4%,  1987.. 

Chicago  &  North  Western  Ry.  Co.,  Gen.  Mtg.  4>^%,  1987 

Chicago  &  North  Western  Ry.  Co.,  Gen.  Mtg.  5%,  1987 

Chicago  &  North  Western  Ry.  Co.,  Gen.  Mtg.  (Reg.)  5%,  1987 

Chicago  &  North  Western  Ry.  Co.,  1st  &  Ref.  Mtg.  6%,  2037.... 

Chicago  &  North  Western  Ry.  Co.,  15- Yr.  Secured  Gold  634%,  1936 

Chicago,  Rock  Island  &  Pacific  Ry.  Co.,  1st  &  Ref.  Mtg.  4%,  1934  (Harris 

Trust  &  Savings  Bank,  Ctfs.) ' 

Chicago,  Rock  Island  &  Pacific  Ry.  Co.,  Gen.  Mtg.  4%,  1988  (Bankers 

Trust  Co.  N.  Y.,  Ctf.) f...... 


$3,334,000.00 

60,000.00 
500,000.00 
329, 000. 00 

2,  500, 000. 00 
1,347.000.00 
1,318,000.00 
1,314,000.00 
4,  790, 000. 00 

790,000.00 
720, 000.  00 

3,  Ml,  500.  00 
600, 000. 00 

27, 000. 00 

260, 000. 00 

500, 000.  00 

908, 000. 00 

806,000.00 

6,955,000.00 

1,080,000.00 

600,000.00 

1, 222, 000. 00 

795,  200.  00 
170,000.00 
895. 000. 00 

1. 035, 000. 00 
171. 000. 00 
225, 000. 00 

2, 369, 000. 00 
60,000.00 

3,  554, 000. 00 
598,000.00 

4,650,000.00 

156,000.00 
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Admitted  asset 
value 


Chicago,  St.  Louis  &  New  Orleans  R.  R.  Co.,  Cons.  Mtg.  5%,  1951-.. 
Chicago,  St.  Louis  &  New  Orleans  R.  R.  Co.,  Memphis  Div.  1st  Mtg. 


Chicago  Union  Station  Co.,  1st  Mtg.  Gold,  Series  D,  4%,  1963. 

Chicago  Union  Station  Co.,  1st  Mtg.  Gold,  Series  E,  3H%.  1963 

Chicago  &  Western  Indiana  R.  R.  Co.,  Cons.  Mtg.  i7o,  1952 

Chicago  &  Western  Indiana  R.  R.  Co.,  1st  &  Ref.  Mtg.,  Series  D,  4J4%, 


1962. 


Cleveland,  Cincinnati,  Chicago  &  St.  Louis,  Ry.  Co.,  Cincinnati,  Wa- 
bash &  Michigan  Ry.  Co.,  1st  Mtg.  4%,  1991.. 

Denver  &  Rio  Grande  R.  R.  Co.,  Cons.  Mtg.  4%,  1936 

Denver  &  Rio  Grande  R.  R.  Co.,  Cons.  Mtg.  4^%,  1936... 

Detroit  River  Tunnel  Co.,  Detroit  Term.  &  Tunnel  1st  Mtg.  Gold  4^%, 
1961, 


Duluth,  Missabe  &  Iron  Range  Ry.  Co.  1st  Mtg.  3M%,  1962.... 
Elgin,  Joiiet  &  Eastern  Ry.  Co.,  1st  Mtg.  5%,  1941. 


Erie  R.  R.  Co.,  Prior  Lien  Mtg.  4%.  1906. 

Grand  Trunk  Western  Ry.  Co.,  1st  Mtg.  50- Yr.  Gold  4%,  1950 

Great  Northern  Ry.  Co.,  Gen.  Mtg.  Conv.,  Series  O,  4%,  1946 

Great  Northern  Ry.  Co.,  Gen.  Mtg.  Conv.,  Series  H,  4%,  1946 

Great  Northern  Ry.  Co.,  Gen.  Mtg.,  Series  B,  51/3%,  1952 

Great  Northern  Ry.  Co.,  Gen.  Mtg.,  Series  C,  57c.  1973 

Great  Northern  Ry.  Co.,  Gen.  Mtg.,  Series  I,  3'4%,  1967 

Great  Northern  Ry.  Co,,  1st  &  Ref.  Mtg.,  Series  A,  4Ji%,  1961 :.-. 

llinois  Central  R.  R.  Co.  &  Chicago,  St.  Louis,  St.  Louis  &  New  Orleans 
R.  R.  Co.,  Joint  1st  Ref.  Mtg.,  Series  A,  6%,  1963 

Illinois  Central  R.  R.  Co.,  Louisville  Div.  &  Term.  1st  Mtg.  3H%,  1953. 

Illinois  Central  R.  R.  Co.,  Ref.  Mtg.  4%,  1955.. 

Illinois  Central  R.  R.  Co.,  Gold  4%,  1952 

Indiana,  Illinois  &  Iowa  R.  R.  Co.,  1st  Mtg.  4%,  1950 

Kansas  City  Southern  Ry.  Co.,  1st  Mtg.  3%,  1950.... 

Kentucky  Central  Railway  Co.,  1st  Mtg.  4%,  1987 

Lehigh  Valley  RaUway  Co.  (of  N.  Y.)  1st  Mtg.  4H%,  1940 

Lehigh  Valley  Terminal  Ry.  Co.,  1st  Mtg.  5%,  1941 

Long  Island  R.  R.  Co.,  Ref.  Mtg.  Gold  4%,  1949 

LouisvOle,  Henderson  &  St.  Louis  Ry.  Co.,  1st  Mtg.  5%,  1946 

Louisville  &  NashvUle  R.  R.  Co.,  Unified  Mtg.  4%,  1910 

Louisville  &  Nashville  R.  R.  Co.,  Atlanta,  Knoxville  &  Cincinnati  Div. 
Gold  4%,  1955 

Manitowoc,  Green  Bay  &  North  Western  Ry.  Co.,  1st  Mtg.  3H%.  1941.... 

Michigan  Central  R.  R.  Co.,  1st  Mtg.  3H%.  1952 

Milwaukee,  Sparta  &  North  Western  Ry.  Co..  1st  Mtg.  4%,  1947 

Minneapolis,  St.  Paul  &  Sault  St.e.  Marine  Ry.  Co.,  1st  Cons.  Mtg.  5%, 
1938; 

Guaranteed.- 

Not  Guaranteed 

Minneapolis,  St.  Paul  &  Sault  Ste.  Marie  Ry.  Co.,  1st  Cons.  Mtg.,  Guar- 
anteed  4*^   1938 

Missouri',  Kansas  &  Texas'Ry .'  Ca,'  Ist  Mtg'  4'%, "l"99d.' 

Missouri  Pacific  R.  R.  Co.,  1st  &  Ref.  Mtg.,  Series  F,  5%,  1977  (Guar- 
anty Trust  Co.  of  New  York,  Ctfs.) 

Missouri  Pacific  R.  R.  Co.,  1st  &  Ref.  Mtg.,  Series  G,  5%,  1978  (Guaranty 
Trust  Co.  of  New  York,  Ctf.s.) 

Missouri  Pacific  R.  R.  Co.,  1st  &  Ref.  Mtg.,  Series  I,  5%,  1981  (Guaranty 
Trust  Co.  of  New  York,  Ctfs.).... - 

New  York  Central  &  Hudson  River  R.  R.  Co.,  Mtg.  Gold  3J^%,  1997 

New  York  Central  &  Hudson  River  R.  R.  Co.,  Lake  Shore  Collateral 
Gold  3H%,  1998.... 

New  York,  Chicago  &  St.  Louis  R.  R.  Co.,  1st  Mtg.  3^%-  1947 

New  York,  Lackawanna  &  Western  Ry.  Co.,  1st  &  Ref.  Mtg.,  Series  A, 
4%,  1973 

New  York,  Ontario  &  Western  Ry.  Co.,  Ref.  Mtg.  4%,  1992.. 

Norfolk  &  Western  Ry.  Co.,  1st  Cons.  Mtg.  4%,  1996 

Northern  Ohio  Railway  Co.,  1st  Mtg.  5%,  1945  (Nat'l  State  Bank,  New- 
ark, N.  J.  Ctf.) 

Northern  Pacific  Ry.  Co.,  Prior  Lien  Ry.  &  Land  Grant  4%,  1997 

Northern  Pacific  Ry.  Co.,  Gen.  Lien  Ry.  &  Land  Grant  3%,  2047 

Oregon  R.  R.  &  Navigation  Co..  Cons.  Mtg.  4%,  1946 

Oregon-Washington  R.  R.  <k  Navigation  Co.,  1st  <t  Ref.  Mtg.,  Series  A, 

4%.  1961 - 

Pennsylvania  Railroad  Co.,  Cons.  Mtg.  4%,  1948 

Pennsylvania  Railroad  Co.,  Cons.  Mtg.  4^A%,  I960 

Pennsylvania  Railroad  Co.,  Gen.  Mtg,,  Series  A,  4^%.  1965 

Pennsylvania  Railroad  Co,,  Gen.  Mtg..  Series  B  5%,  1968 

Peoria  &  Ea.stern  Ry.  Co.,  1st  Cons.  Mtg.  4%,  1940... 

Pere  Marquette  Ry.  Co.,  1st  Mtg.  4%,  1956. , 

Pere  Marquette  Ry.  Co..  1st  Mtg.  5%,  1956 

Southern  Pacific  R.  R.  Co.,  1st  Ref.  Mtg.  4%,  1955 .-.. 

Southern  Ry.  Co.,  1st  Cons.  Mtg,  5%,  1994 

St.  Louis,  Iron  Mountain  &  Southern  Ry.  Co.,  River  &  Gulf  Div.  1st 
Mtg.  4%,  1933  (Bankers  Trust  Co.,  N.  Y.  Ctfs.) 


$218,000.00 

839, 000. 00 

1,  580, 000. 00 

700, 000.  00 

500, 000.  00 

683, 000.  00 

22, 000. 00 

1,  529, 000.  00 

321, 000.  00 

233, 000. 00 

1,000,000.00 

950. 000. 00 

2,000,000.00 

491,  500. 00 

32G.  500.  00 

3, 326.  500.  00 

1,  505, 000.  00 

647, 000.  00 

522, 000.  00 

1, 690, 000. 00 

100, 000. 00 

1, 300, 000. 00 

1, 816, 000. 00 

100, 000. 00 

650, 000. 00 

500,000.00 

181, 000. 00 

150,000.00 

962, 000. 00 

1,000,000.00 

400, 000. 00 

2,223,000.00 

628,000.00 

500, 000. 00 

1, 000, 000.  00 

962,000.00 


519, 000. 00 
,771,000.00 


,087,000.00 
475, 000.  00 


900, 000. 00 

1, 000, 000. 00 
60,000.00 

123, 000. 00 
318,000.00 

100, 000.  00 
2,000,000.00 
2, 000, 000. 00 

695, 000. 00 

1, 990, 000. 00 

500, 000. 00 

275, 000.  00 

2, 098, 000. 00 
145, 000. 00 
1, 000, 000. 00 
7,  217, 000. 00 
4,  830, 000.  00 
1, 400, 000. 00 
923, 000. 00 
3,  253, 900. 00 
3,5.'?3,000.00 
2,  350, 000.  00 

2,450,000.00 


$224, 737. 25 

872,  541.  09 

1,  594, 810.  46 

729,  748. 41 

484, 260. 07 

683, 000. 00 

22,000.00 
•229, 350. 00 
•48, 150. 00 

245, 496. 31 

980, 990. 66 

964,956.00 

•860. 000.  00 

433. 893. 16 

326.  895.  64 

3, 342, 054. 03 

1,591,070.08 

694, 778.  29 

509. 601.  28 

1,  569,  552.  87 

99,155.62 
1. 286,  R64. 21 
1, 732, 343. 40 
94, 476. 95 
553, 028. 10 
424, 035. 45 

isi.ooaoo 

150,712.56 
978,  534. 60 

1, 042, 461. 09 
416, 487.  43 

2, 223,  641.  20 

699,  C59.  88 
•65. 000. 00 
867,619.97 
•153,920.00 


•41,  420. 00 
•88,  550.  OO 


•249.960.00 
465. 851.  27 


•210, 000. 00 
39,  075.  01 


100,000,00 
•IGO,  000. 00 
2, 031, 859.  38 

•190, 400. 00 

1, 937, 482.  62 

323,118.98 

274,  710.  58 

2,  478,  285.  91 
138,565.11 

1, 030,  793.  77 
6,  791, 861.  88 
4,  727,  267.  05 
1,  098,  987.  18 
775, 107.  79 

3,  1G8,.779.  31 
3,  395,  467.  67 
2,718,872.74 

•1,668,00.00 
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Par  value 

Admitted  asset 
value 

$200, 000. 00 
500,000.00 
350,000.00 

2,904.000.00 

3,  938, 000. 00 
989,000.00 

1,500,000.00 
873,000.00 
974. 000. 00 

1,131,000.00 
200, 000.  00 

2, 640, 000. 00 

1,140.000.00 

•$34, 000. 00 
483, 932.  80 
420  475  89 

St.  Paul  Union  Depot  Co.,  1st  &  Ref.  Mtg.,  Series  A,  6%,  1972 

Texas  &  Pacific  Ry  Co  ,  1st  Mtg  5%,  2000 

Union  Pacific  R.  R.  Co.,  1st  Mtg.  R.  R.  &  Land  Grant  4%,  1947 

Union  Pacific  R.  R.  Co.,  1st  Lien  &  Ref.  Mtg.  4%.  2008 

Union  Pacific  R  R  Co  ,  1st  Lien  &  Ref.  Mtg  5%,  2098 

2, 918,  668.  84 

3, 681, 793.  76 

981  582  60 

Virginian  Railway  Co..  1st  Lien  &  Ref.  Mtg.,  Series  A,  ZH%,  1966 

1,  545, 666.  73 
•183,  330. 00 

Wabash  R   R  Co  ,  Omaha  Div.  1st  Mtg.  3}^%,  1941                      .    .    . 

•214  280  00 

Wabash  R   R  Co    Toledo  &  Chicago  Div  1st  Mtg  4%,  1941 

•497, 640. 00 
200,000.00 

Wisconsin  Central  Ry.  Co.,  1st  Gen.  Mtg.  (Chase  National  Bank,  Ctfs.) 

•304, 800. 00 

Wisconsin  Central  Ry.Co.,  Superior  &  Duluth  Div.  &  Term.  1st  Mtg. 

•68,  400. 00 

Total 

149,027,100.00 

102,  713, 663. 18 

CANADIAN  RAILROAD  BONDS 


Canada  Southern  Ry.  Co.,  Cons.  Gold  5%,  1962 

Canadian  National  Ry.  Co.,  Principal  and  Interest  Guaranteed  by 

Dominion  of  Canada,  20- Yr.  Gold  4}^%,  1951 

Canadian  National  Ry.  Co.,  Principal  and  Interest  Guaranteed  by 

Domion  of  Canada,  25- Yr.  Gold  4}!%,  1956 

Canadian  National  Ry.  Co.,  Principal  and  Interest  Guaranteed  by 

Dominion  of  Canada,  30- Yr.  Gold  4V^%,  1957 

Canadian  National  Ry.  Co.,  PrinciDal  and  Interest  Guaranteed  by 

Dominion  of  Canada,  25- Yr.  Gold  4^%,  1955 

Canadian  National  Ry.   Co.,  Princinal  and  Interest  Guaranteed  by 

Dominion  of  Canada,  40- Yr.  Gold  5%,  7/1/1969 

Canadian  National  Ry.  Co.,  Princinal  and  Interest  Guaranteed  by 

Dominion  of  Canada,  40-Yr.  Gold  5%.  10/1/1969 

Canadian  National  Rv.   Co.,   Princinal  and  Interest  Guaranteed  by 

Dominion  of  Canada.  40-Yr.  Gold'6<7c.  1970 

Canadian  Northern  Ry.  Co.,  Principal  and  Interest  Guaranteed  by 

Dominion  cf  Canada,  25- Yr.  Gold  6^%,  1946 


Total. 


,  582,  000. 00 
320, 000. 00 

,  401, 000. 00 
100, 000. 00 
506,000.00 
800, 000.  00 

,  306, 000. 00 
140,  000.  00 

,028,000.00 


9, 177, 000. 00 


U.  S.  A.  RAILROAD  EQUIPMENT  TRUST  CERTIFICATES 


Central  of  Georgia  Ry.  Co.,  Equip.  Trust  Ctfs.,  Series  T,  4%,  1939-1952.. 
Chicago,  Great  Western  R.  R.  Co.,  Equip.  Trust  Ctfs.,  Series  D,  3H%, 

1939-1947 

Chicago,  Milwaukee,  St.  Paul  &  Pacific  R.  R.  Co.,  Equip.  Trust  Ctfs., 

Series  P,  3H7o,  1939-1952 

Chicago,  Milwaukee,  St.  Paul  &  Pacific  R.  R.  Co.,  Equip.  Trust  Ctfs., 

Series  Q,  314%,  1939-1952 

Chicago,  Milwaukee,  St.  Paul  &  Pacific  R.  R.  Co.,  Equip.  Trust  Ctfs., 

Series  R,  334%,  1939-1952 

Chicago,  Milwaukee,  St.  Paul  &  Pacific  R.  R.  Co.,  Equip.  Trust  Ctfs., 

Series  S,  394%,  1939-1953 

Chicago  &  Northwestern  Ry.  Co.,  Equip.  Trust  Ctfs.,  Series  Z,  2H%. 

1939-1947 . 

Chicaso,  Rock  Island  &  Pacific  Ry.  Co.,  Equip.  Trust  Ctfs.,  Series  R. 

yA%,  1939-1947 - 

Denver  &  Rio  Grande  Western  R.  R.  Co.,  Equip.  Trust  Ctfs.,  Series  D, 

3/^%   1939-1952 

Detroit,  Toledo  &  YrVn7on'RVR.'"Co',"EquTpVTrust  Ctfs.,  Series  of  l'93"7, 

2K%.  1939-1947 

Illinois  Central  R.  R.  Co.,  Equip.  Trust  Ctfs..  Series  Q,  4%,  1939-1944... 
Missouri-Kansas-Texas  Ry.  Co.,  Equip.  Trust  Ctfs.,  Series  1937,  2M%, 

1943-1952 - 

Missouri  Pacific  R.  R.  Co.,  Equip.  Trust  Ctfs.,  Scries  AA,  VA%,  1939- 

1946. 


Missouri  Pacific  R.  R.  Co.,  Equip.  Trust  Ctfs.,  Series  BB,  3J^%,  1939- 
1952 _... --_ - - 

New  York,  Chicago  &  St.  Louis  R.  R.  Co.,  Equip.  Trust  Ctfs.  of  1934, 
4%,  1941-1949 - 

Pennsylvania  Railroad  Co.,  Equp.  Trust  Ctfs.,  Series  E,  4%,  1941  &  1942. 
Pennsylvania  Railroad  Co.,  Equip.  Trust  Ctfs.,  Series  F,  4%,  1939-1954 . 

TotaL..-. 


$1, 302, 000. 00 

1,275,000.00 

1, 204, 000.  00 

1,239,000.00 

1,  792,  000. 00 

],U8,000.00 

2, 007, 000. 00 

2, 040, 000. 00 

931, 000. 00 

1,  800,  000.  00 
6, 000, 000. 00 

2,173,000.00 

800,  000. 00 

1, 176, 000.  00 

764,  000. 00 

136,  000.  00 

8, 990, 000.  00 


34, 747, 000.  00 
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Alton  Water  Co..  1st  Mtg.,  Series  A,  ^M%,  1953 

Apnalachian  Electric  Power  Co.,  1st  Mtg.,  4%,  1963 

Associated  Telephone  Co.,  Ltd.,  1st  Mtg.,  Series  B,  4%,  1965 

Bell  Telephone  Co.  of  Pennsylvania,  1st  &  Ref.  Mtg.,  Series  C,  5%,  1960, 
Opt.  1957_ 

Brooklyn  Union  Gas  Co.,  1st  Cons.  Mtg.  Gold,  5%,  1945 

Brooklyn  Union  Gas  Co.,  1st  Lien  &  Ref.  Mtg.  Gold,  Series  B,  5%,  1957.. 
BufTalo  Niagara  Electric  Corp.,  Gen.  &  Ref.  Mtg.,  Series  C,  33-2%.  1867.. 

Central  Illinois  Light  Co.,  1st  &  Cons.  Mtg.,  AH%,  1963 _ 

Central  Iowa  Telephone  Co.,  1st  Mtg.  Sinking  Fund,  4^%,  1958 

Central  Maino  Power  Co.,  Ist  &  Gen.  Mtg.,  Series  G,  4%,  1960 

Central  New  York  Power  Corp.,  Gen.  Mtg..  ZH%,  1962 

Central  Vermont  Public  Service  Corp.,  1st  Mtg.,  Series  B,  3!-2%,  1966 

Citizens  Independent  Telephone  Co.,  1st  Mtg.,  Series  A,  41^%,  1961 

Cleveland  Elsctric  Illu-ninating  Co.,  1st  Mtg.,  3*4%,  1965_.. 

Clinton  Waterworks  Co.,  1st  Mtg.,  Series  A,  4%.  1962... 

Columbus  Ry.  Power*  Light  Co.,  1st  Mtg.  &  Collateral  Trust,  4%,  1965.. 

Commonwealth  Edison  Co.,  1st  Mtg.,  Series  I,  3)  2%,  1968 

Commonwealth  Telephone  Co.,  Ist  Mtg.,  Series  .\,  4%,  1966 

Commonwealth  Water  Co.,  1st  Mtg.,  Series  A,  i\i%,  1962 

Connecticut  River  Power  Co.,  1st  Mtg.,  Series  A,  Sinking  Fund,  i*A%, 
1951. 


Consolidated  Water  Power  Co.,  1st  Mtg.,  Series  A  of  1936,  4'^%,  1961.... 
Consolidated  Water  Power  Co.,  1st  Mtg.,  Series  B  of  1936,  ^2%,  1939-1960. 

Consumers  Power  Co.,  1st  Mtg.,  Series  of  1636,  3^%,  1970 

Consumers  Power  Co.,  1st  Mtg.,  Series  of  1937,  3"  f?%,  1967 

Detroit  Edison  Co.,  Gen.  &  Ref.  Mtg.,  Series  F,  4%,  1965.. 

Detroit  Edison  Co.,  Gen.  &  Ref.  Mtg.,  Series  0,  3^%,  1966 

Edison  Electric  Illuminating  Co.  of  Boston,  1st  Mtg.,  Series  A,  Sinking 

Fund,  3^2%.  19G5 

Great  Northern  Power  Co.,  1st  Mtg.,  Gold,  5%,  1950 

Hazelton  Water  Co.,  1st  Mtg.,  Series  A,  4H%.  1958 

Idaho  Power  Co.,  1st  Mtg..  3»i'%,  1967 

Indianapolis  Power  &  Light  Co.,  1st  Mtg.,  35^%,  1968 

Inter-State  Water  Co.,  1st  Mtg.,  i%%,  1952.. 

Iowa  Electric  Light  and  Power  Co.,  1st  Mtg.,  Serifs  T>,  4}4%,  1955 

Iowa  Electric  Light  and  Power  Co.,  1st  Mtg.,  Series  E,  4%,  1955 

Iowa  Power  and  Light  Co.,  1st  Mtg.,  4%,  1968 

Kansas  Power  and  Light  Co.,  1st  Mtg.,  4J4%.  1965 _ 

La  Crosse  Telephone  Corp.,  1st  Mtg.,  Gold,  Series  A,  5H%,  1948 

Lake  Superior  District  Power  Co.,  1st  Mtg.,  Series  A,  3H%.  1966 

Long  Island  Lighting  Co.,  1st  Ref.  Mtg.,  Gold,  Series  C,  4%,  1960 

Long  Island  Lighting  Co.,  1st  Ref.  Mtg.,. Gold,  Series  D,  4%,  1961 

Long  Island  Lighting  Co.,  1st  Ref.  Mtg.,  Series  E,  4%,  1963.. 

Lorain  Telephone  Co.,  1st  Mtg.,  25-Yr.  Series  B,  4%,  1963 

Madison  Gas  and  Electric  Co.,  1st  Mtg.,  4%,  1960 

Michigan  Associated  Telephone  Co.,  1st  Mtg.,  Series  A,  4%,  1968 

Middle  States  Telephone  Co.  of  Illinois,  1st  Mtg.,  Sinking  Fund,  Series 

A,  4K%,  1963.... 

Milwaukee  Gas  Light  Co.,  1st  Mtg.,  4H%.  1967 

Minneapolis  Gas  Light  Co.,  1st  Mtg.,  4%,  1950 

Mississippi  Valley  Public  Service  Co.,  1st  Mtg.,  4%,  1963 .• 

Missouri  Telephone  Co.,  1st  Mtg.,  Series  C,  4)4%,  1961 

New  England  Telephone  &  Telegraph  Co.,  1st  Mtg.,  Series  B,  4H%,  1961, 

Opt.  1958 

New  Hampshire  Gas  and  Electric  Co.,  1st  MtE.,  Series  A,  4'v$%.  196.3  . 
New  Orleans  Public  Service,  Inc.,  1st  &  Ref.  Mtg.,  Series  B,  5%,  1955 
New  York  Edison  Co.,  Inc.,  1st  Lien  &  Ref.  Mtg.,  Series  D,  3H%,  1965.. 
New  York  Steam  Corp.,  1st  Mtg.  3)4%,  1963     ... 

Niagara  Falls  Power  Co.,  1st  &  Ref.  Mtg.,  Series  of  1936,  3^4%.  1966 

Northern  States  Power  Co.,  1st  &  Ref.  Mtg.  3!.i%,  1967 

Ohio  Edi.son  Co.,  1st  Mtg.,  Series  of  1936,  4%,  1965 

Ohio  Power  Co.,  1st  Mtg.  3H%,  1968 

Oklahoma  Gas  &  Electric  Co.,  1st  Mtg.  3?4%,  1966 

Oklahoma  Natural  Gas  Co.,  1st  Mtg.,  Series  A,  41.^%,  1951 

Oregon- Washington  Telephone  Co.,  1st  Mtg.,  Sinking  Fund,  4M%,  1958. 
Pacific  Gas  and  Electric  Co.,  1st  &  Ref.  Mtg.,  Series  G,  4%,  1964  .  . 

Pacific  Gas  and  Electric  Co.,  1st  &  Ref.  Mtg.,  Series  H,  3?i%,  1961 

Pacific  Telephone  and  Telegraph  Co.,  Ref.  Mtg.,  Series  B,  3H%,  1966.. 
People's  Gas  Light  and  Coke  Co.,  1st  &  Ref.  Mtg.,  Series  D,  4%,  1961... 
People's  Gas  Light  and  Coke  Co.  of  Chicago,  1st  Cons.  Mtg.  Gold  6%, 


Peoples  Gas  Light  and  Coke  Co.  of  Chicago,  Ref.  Mt?.  Gold  5%,  1947. 
Philadelphia  Electric  Co.,  1st  &  Ref.  Mtg.  3H%,  1967 

Public  Electric  Light  Co.,  1st  Mtg.,  Series  C,  4M%,  1961 

Public  Service  Co.  of  New  Hampshire,  1st  Mtg.,  Series  C,  3^4%,  I960.. 

Public  Service  Co.  of  Northern  Illinois,  1st  Mtg.  3^^%,  1968 

Public  Service  Electric  and  Gas  Co.,  1st  Ref.  Mtg.  3)4%,  1968 

Queens  Borough  Gas  and  Electric  Co.,  Ref.  Mtg.,  4%,  1961 


$975, 000.  00 
500,  000. 00 
323, 000.  00 

2,  R15,  000. 00 
300, 000.  00 
400,000.00 
510,000.00 

1,  500, 000. 00 
300, 000. 00 

500. 000.  on 

1, 000, 000. 00 
325, 000. 00 
600, 000. 00 

1,100,000.00 

650, 000.  no 

1,  250, 000. 00 
5,520,000.00 

2':io,  000. 00 

1, 000, 000. 00 

1,  500, 000. 00 
520,  coo.  00 
459, 000. 00 
833, 000. 00 
167,000.00 

1,582,000.00 
75,000.00 

50, 000. 00 

475, 000.  00 

300,000.00 

1,000,000.00 

1,510,000.00 

875, 000. 00 

250,000.00 

205.  000. 00 

1, 000, 000. 00 

1,461,000.00 

39, 000. 00 

500, 000. 00 

1,000,000.00 

1,000,000.00 

2.000,000.00 

1, 000, 000. 00 

1, 275, 000.  00 

106, 000. 00 

960, 000. 00 
1,359.000.00 
640. 000. 00 
500,000.00 
471, 000. 00 

1,272,000.00 
500, 000. 00 

1,500,000  00 
840, 000. 00 

1,500,000.00 
550,000.00 

2,025,000.00 
425, 000. 00 
980,000.00 

1,160,000.00 

1,385,000.00 
400. 000. 00 
550, 000. 00 

2,450,000.00 
482, 000. 00 
800,000.00 

75,000.00 
594, 000. 00 
345, 000. 00 
300, 000. 00 
750, 000. 00 

4,  670, 000. 00 
360, 000. 00 

1,962,000.00 


Admitted  asset 
value 


$1,036,118.82 
493, 902.  62 
333,749.11 

2, 842,  371. 12 
322,  268. 03 
406,413.54 
520,  (,56.  61 

1, 466,  662.  28 
300, 000. 00 
495,  693.  71 
990,  678.  25 
331,843.75 
607, 998.  61 

1, 124,  550.  64 
654, 870.  45 

1,266,887.24 

5,717,276.94 
203,907.35 

1, 052,  285. 11 

1,  559.  797.  42 
520.  OOC.  00 
459, 000. 00 
882,  397.  67 
176,  393.  75 

1, 633,  295.  47 
79,  606.  27 

53,  643.  70 

475,  745.  90 

300, 000. 00 

986. 130.  47 

1,  534,  227.  91 

875. 000. 00 

250. 000. 00 

212,172.79 

1, 026, 974.  21 

1,502,110.87 

39,  610. 95 

471, 953.  58 

l,000,onn.00 

1,037,065.45 

2, 079, 367. 18 

1,044,911.65 

1, 350, 126. 94 

108, 109.  29 

950, 000.  00 
1,  315,  515. 08 
654,  246.  49 
507,  500.  00 
479,  "19. 15 

1,215,027.93 
517, 187. 47 

1,  449, 474.  60 
840,000.00 

1,600,000.00 
672,  766. 34 

2,022,009.13 
433, 463.  79 
994,398.83 

1, 176, 100.  69 

1,394,963.89 
400,000  00 
550, 000. 00 

2,505,519.05 
488, 400. 63 
780, 316.  80 

81, 356.  63 
659, 330. 98 
357,  563. 94 
300,000.00 
771,  774. 32 

4,  834,  717. 76 
376,  772. 19 

2.036,202.00 
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Bonds  Ovmed  December  31,  1938 — Continued 
U.  S.  A.  PUBLIC  UTILITY  BONDS— Continued 


Par  value 

Admitted  asset 
value 

Richmond  Home  Telephone  Co.,  Inc.,  1st  Mtg.,  Series  A,  4%,  1963 

Rochester  Oas  and  Electric  Corp.,  Gen.  Mtg.  Gold,  Series  F^4%,  1960... 

Rochester  Gas  and  Electric  Corp.,  Gen.  Mtg.,  Series  I,  3H%,  1967 

Safe  Harbor  Water  Power  Corp.,  1st  Mtg.  Sinlcing  Fund  Gold  4H%,  1979. 

St.  Joseph  Railway,  Light,  Heat  &  Power  Co.,  1st  Mtg.  AH%,  1947 

St.  Joseph  (Mo.)  Water  Co.,  1st  Mtg.,  Series  A.  4%,  1966.... 

$700, 000. 00 
1,750,000.00 

107.000  00 
50, 000. 00 

495, 000. 00  ■ 
4,300,000.00 
1,000,000.00 

474, 000. 00 
1,000,000.00 
1,203,000.00 

250, 000. 00 

500, 000. 00 

500,  000.  00 
1,907,000.00 

800, 000. 00 
1,500,000.00 
6,000,000.00 

500,000.00 

125,000.00 

1, 000, 000. 00 

2,069,000.00 

270, 000. 00 

320. 000. 00 

$707,  Of»0  00 
1, 788,  337. 97 
111,212.75 
52, 428. 05 
492,  844.  03 
305,  782.  30 

Santa  Barbara  Telephone  Co.,  1st  Mtg.,  Series  C,  3^%•  1966 

487,805  74 

Southwestern  Bell  Telephone  Co.,  1st  &  Ref.  Mtg.,  Series  C,  3%,  1968... 

1,000,000.00 
1,222,784  50 

Tri-Couuty  Telephone  Co.,  1st  Mtg.  Sinking  Fund,  Series  B,  iH%,  1956.. 
Union  Electric  Co.  of  Missouri,  1st  Mtg.  &  Collateral  Trust,  3^4%.  1862.. 

United  Telephone  Co.  of  Pennsylvania,  1st  Mtg.,  Series  A,  4%,  1.963 

Virginia  Electric  and  Power  Co.,  1st  &  Ref.  Mtg.,  Series  B,  3)-^%,  1968... 

2.'54,  707.  72 
500, 000. 00 
507, 495. 67 
1,985,843.18 
831,428.17 

Washington  Gas  Li-'ht  Co  ,  Ref  Mtg  4%,  1963 

1,514  289  48 

Wisconsin  Electrif  Power  Co    1st  Mtg  Z\i%  1968 

6  211  122  02 

513,633.58 

Wisconsin-Minnesota  Light  and  Power  Co.,  1st  &  Ref.  Mtg.  Gold  5%, 
1944 ._ 

128,541.88 

Wisconsin  Power  and  Light  Co.,  1st  Mtg.,  Series  A,  4%.  1966 

995, 048. 97 
2,062,924.32 

Wisconsin  Valley  Improvement  Co.,  1st  Mtg.,  Series  A,  5%,  1939-1965... 
AVisconsin  Valley  Improvement  Co.,  1st  Mtg.,  Series  B;4H%,  1939-1965.. 

270,000.00 
326.000.00 

Total                                    

91,571,000.00 

93, 239, 913. 43 

CANADIAN  PUBLIC  UTILITY  BONDS 


Bell  Telephone  Co.  of  Canada,  Ltd.,  1st  Mtg.  Gold,  Series  B.  5%,  1957.. 
Bell  Telephone  Co.  of  Canada,  Ltd.,  1st  Mtg.  Gold,  Series  C,  5%,  I960.. 
Gatineau  Power  Co    1st  Mtg  Gold  6%  1956 

$372,  000.  00 

82,  000. 00 

2,  000, 000. 00 

500, 000. 00 
2, 000, 000. 00 

86, 000.  00 

$436,  505.  65 

98, 424. 62 

2, 009,  462  87 

Maclaren-Quebec  Power  Co.,  1st  Mtg.,  Sinking  Fund,  Series  A,  5H%, 
1961                                                                           .               

•515, 000.  00 

Saguenay  Power  Co    Ltd  ,  1st  Mtg  ,  Series  A,  4ii%,  1966 

2, 000, 000. 00 

Shawinigan  Water  &  Power  Co.,  1st  Mtg.  &  Collateral  Trust  Gold, 
Series  A,  ili%,  1967                      . 

88, 098. 82 

Total                                                                                    

5,'O40, 000.  00 

5, 147, 491. 98 

U.  S.  A.  INDUSTRIAL  BONDS 


General  American  Tank  Car  Corp..  Equipment  Trust,  Series  27,  4%, 

$700, 000.  00 
972, 000.  00 
600, 000. 00 

$700,000.00 

Kimberly-Clark  Corp.,  1st  Mtg.  Sinking  Fund,  Series  of  1937',  4ji%,  1952. 

972. 000.  00 
500, 000. 00 

2, 172, 000.  00 

2, 172,  000. 00 

SUMMARY 


Par  value 

Admitted  asset 
value 

$96. 70.^  000.  00 
42, 05),  400.  00 
7, 8'JG,  000. 00 
202,515,521.75 
34, 316, 000.  00 
149,027,100.00 
9,  177,  000.  00 
34,  747, 000.  00 
91,  571, 000. 00 
6, 040, 000. 00 
2,172,000.00 

$99,231,304.85 

42,074,041.07 

Canadian  Government  Bonds                                                            

7. 787. 646.  38 

U  S    \    State  County  and  Municipal  Bonds 

212. 0.S8,  704.65 

33, 913, 045.  27 

102,  713.  653. 18 

Canadian  !  Railroad  Bonds                                            

10, 141,  .iS3.  65 

USA   Railroad  Equipment  Trust  Certificates  . 

35.  499,  836.  19 

U.  S.  A.  Public  Utihty  Bonds 

93,  239,  913.  43 

6.147.491.96 

U  S.  A.  Industrial  Bonds              .      .  .-•- 

2, 172, 000. 00 

Total                                                             — 

675.218,021.75 

644, 009, 131.  63 

(Items  '—At  market  prices.) 

For  basis  of  all  bond  valuations  see  explanation  on  page  13  and  Auditors'  report  on  page  22. 
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GENERAt  AGENTS  OF  THE  COMPANY 

Arizona:  C.  S.  McMartin,  411  Title  &  Trust  Bldg.,  114  W.  Adams  Street,  Phoenix. 

(See  New  Mexico.) 
Arkansas:  Harry  D.  Emmert,  Northwestern  Part.     (See  Oklahoma.} 
California: 

J.  A.  Carlson,  Tenth  Floor 'California  Bldg.,  1736  Franklin  Street,  Oakland. 
J.  H.  Kemp,  312  Elks  Bldg.,  42  N.  Sutter  Street,  Stockton.  (See  Nevada.) 
W.  K.  Murphy,  317  Edwards  &  Wildey  Bldg.,  609  S.  Grand  Avenue,  Los 

Angeles. 
R.  J.  Shipley,  200  Chancery  Bldg.,  564  Market  Street,  San  Francisco. 
Colorado:  A.  B.  Ballah,  310  First  National  Bank  Bldg.,  818  17  h  Street,  Denver. 

(See  Wyoming.) 
Connecticut:  Glenn  B.  Dorr,  100  Hartford  National  Bank  &  Trust  Co.  Bldg.,  36 

Pearl  Street,  Hartford. 
Delaware:  Hergesheimer  &  Finkbiner.      (See  Maryland  and  Pennsylvania.) 
District  of  Columbia:  R.  L.  Baldwin,  632  Investment  Bldg.,  1511  K  Street,  N.  W., 

Washington.      (See  Maryland  and  Virginia.) 
Georgia:  Luther   E.   Allen,   200   Peachtree   Arcade   Bldg.,    6   Peachtree   Street, 

Atlanta. 
Idaho : 

E.  A.  Crooks,  302  Noble  Bldg.,  1003^  Main  Street,  Boise.     (See  Oregon.) 
Chas.   C.   Guilford,   Counties  of  Bear  Lake,  Franklin,  and  Oneida.     (See 

Nevada  and  Utah.) 
John  G;  Reinhardt,  Counties  of  Benewah,  Bonner,  Boundary,  Clearwater, 
Idaho,  Kootenai,  Latah,  Lewis,  Nez  Perce,  and  Shoshone.     (See  Wash- 
ington.) 
Illinois: 

E.  E.  Cantrall,  2nd  Floor,  Ferguson  Bldg.,  524  E.  Mo;iroe  Street,  Springfield. 

J.  H.  Copeland,  County  of  Rock  Island.     (See  Iowa.) 

C.  R.  Garrett,  706  Commercial  Merchants  Bank  Bldg.,  301  S.  Adams  Street, 

Peoria. 
Hobart  &  Gates,  208  S.  LaSalle  Street,  Chicago. 

E.  A.  Kohl,  2nd  Floor,  Northwestern  Bldg.,  200  W.  Main  Street,  Belleville. 
B.  J.  Stumm,  Conservatory  Bldg.,  75  Stolp  Avenue,  Aurora. 
Indiana: 

H.  L.  Cramer,  415  Union  Trust  Bldg.,  202  S.  Michigan  Street,  South  Bend. 
E.  A.  Crane,  625  Occidental  Bldg.,  41  W.  Washington  Street,  Indianapolis. 
B.  A.  Million,  1001  Hulman  Bldg.,  24  N.  W.  Fourth  Street,  Evansville. 
Iowa: 

Scott  M.  Burpee,  626  Insurance  Exchange  Bldg.,  507  7th  Street,  Sioux  City. 
J.  H.  Copeland,  301  First  National  Bank  Bldg.,  203  W.  2nd  Street,  Daven- 
port.    (See  Illinois.) 
J.  J.  Hughes,  633  Insurance  Exchange  Bldg.,  505  5th  Avenue,  Des  Moines. 
R.  H.  Pickford,  510  Security  Bldg.,  203  2nd  Street,  S.  E.,  Cedar  Rapids. 
Kansas : 

Henry  W.  Laffer,  625  First  National  Bank  Bldg.,   106  W.  Douglas  Ave., 

Wichita. 
G.  V.  Metzger,  601  Commercial  National  Bank  Bldg.,  601  Minnesota  Avenue, 
Kansas  City. 
Kentucky: 

R.  F.  Clendenin,  1146  Starks  Bldg.,  455  S.  Fourth  Street,  Louisville. 
W.  H.  Honeycutt,  Richards  Bldg.,  135  Main  Street,  Glasgow. 
W.  J.  Mack,  Counties  of  Boone,  Campbell,  and  Kenton.     (See  Ohio.) 
Maine:  A.   L.   &   W.   B.   Cushman,   507  Chapman  Bldg.,  477  Congress  Street, 

Portland. 
Maryland : 

R.    L.    Baldwin,  Counties  of   Charles,    Montgomery,  Prince   Georges,   and 

Saint  Marys.     (See  District  of  Columbia  and  Virginia.) 
Hergesheimer  &.  Finkbiner,  Counties  of  Caroline,  Cecil,  Dorchester,  Kent, 
Queen  Annes,  Somerset,  Talbot,  Wicomico  and  Worchester.     (See  Dela- 
ware and  Pennsylvania.) 
RusseU  L.  Law,  S.  E.  Corner,  Light  &  Redwood  Streets,  Baltimore.     (See 
West  Virginia.) 


124401—39-  pt.4- 


1632         CONCENTRATION  OF  ECONOMIC  POWER 

Massachusetts: 

V.  D.  Griffin.     Part  of  Middlesex  and  Essex  Counties.     (See  New  Hamp- 
shire and  Vermont.) 
O.  F.  Heyman,  404  Security  Bldg.,  44  Vernon  Street,  Springfield. 
E.  T.  Lothgren,  Counties  of  Barnstable,   Bristol,  Dukes,   Nantucket,  and 

Plymouth.     (See  Rhode  Island.) 
Nelson  D.  Phelps,  Suite  920,  50  Congress  Street,  Boston. 
Michigan : 

Ira  Blossom,  614  Association  of  Commerce  Bldg.,  5  Lyon  Street,  N.  W., 

Grand  Rapids. 
W.   Roy  Bryant,   1104  American  National  Bank  Bldg.,   136  E.   Michigan 

Avenue,  Kalamazoo. 
C.  R.  Eckert,  1300  Union  Guardian  Bldg.,  500  Griswold  Street,  Detroit. 
Gain  M.  Stinson,  312  Paterson  Bldg.,  653  S.  Saginaw  Street,  Fhnt. 
P.  G.  Teeple,  Second  Floor,  Union  National  Bank  Bldg.,  100  N.  Front  Street, 

Marquette. 
Minnesota : 

S.  A.  Erickson,  American  Legion  Bldg.,  201  S.  Second  Street,  Mankato. 
Ralph    M.    Hamburger,    1145   Northwestern   Bank   Bldg.,    620    Marquette 

Avenue   Minneapolis. 
A.  C.  Hoene,  1001  FideUty  Bldg.,  14  W.  Superior  Street,  Duluth.     (See 

Wisconsin.) 
Langford  &  Fahey,  400  Guardian  Bldg.,  86  E.  4th  Street,  St.  Paul. 
Missouri : 

Sam  C.  Pearson,  1200  R.  A.  Long  Bldg.,  10th  Street  and   Grand  Avenue, 

Kansas  City. 
C.   H.   Poindexter,   501   Mississippi  Valley  Trust  Bldg.,   506  Olive  Street, 

St.  Louis. 
Montana:  G.  Clyde  Baldwin,  419  First  National  Bank  Bldg.,  300  Central  Avenue, 
Great  Falls.     (See  Wyoming.) 

Kenneth  M.  Snyder,  411  Barker  Bldg.,  306  S.  15th  Street,  Omaha. 
Ralph  L.  Theisen,  426  Stuart  Bldg.,  128  N.  13th  Street,  Lincoln. 
Nevada: 

J.  H.  Kemp,  Counties  of  Churchill,  Douglas,  Esmeralda,  Humboldt,  Lander, 

Lyon,    Mineral,    Nye,    Ormsby,    Pershing,    Storey,   and   Washoe.     (See 

California.) 
Chas.  C.  Guilford,  Counties  of  Clark,  Elko,  Eureka,  Lincoln,  and  White  Pine. 

(See  Idaho  and  Utah.) 
New  Hampshire:  V.  D.  Griffin,  72  Market  Street,  Manchester.     (See  Massa- 
chusetts and  Vermont.) 
New  Jersey : 

Gooding  &  Rowley,  401  Union  Bldg.,  9  Clinton  Street,  Newark.     (See  New 

York.) 
J.  W.  Heinekamp,  617  Broad  Street  National  Bank  Bldg.,   143  E.  State 

Street,  Trenton. 
A.  J.  Johannsen,  New  York  Metropolitan  District.     (See  New  York.) 
C.  L.  McMillen,  New  York  Metropolitan  District.     (See  New  York.) 
Recht  &  Kutcher,  New  York  Metropolitan  District.     (See  New  York.) 
New  Mexico:  C.  S.  Mc Martin.     (See  Arizona.) 
New  York: 

P.  T.  AUen,  1025  M.  &  T.  Bldg.,  290  Main  Street,  Buffalo.     (See  Pennsyl- 
vania.) 
L.  M.  Bull,  Bardavon  Bldg.,  35  Market  Street,  Poughkeepsie. 
Henry  M.  Files,  800  Starrett-Syracuse  Bldg.,  224  Harrison  Street,  Syracuse. 
E.  R.  Gettings,  1404  State  Bank  Bldg.,  75  State  Street,  Albany. 
Gooding  &  Rowley,  New  York  Metropolitan  District.     (See  New  Jersey.) 
A.  J.  Johannsen,  2108  Montague-Court  Bldg.,  16  Court  Street,  Brooklyn. 

^Sgg  N^gw  JGrsGV  ") 
S.  N.  Kenyon,  705  First  National  Bank  Bldg.,  187  Genesee  Street,  Utica. 
E.  E.  Lincoln,  906  Gas  &  Electric  Bldg.,  89  East  Avenue,  Rochester. 
C.  L.   McMillen,  Eleventh  Floor,  347  Madison  Avenue,  New  York  City. 
•  (See  New  Jersey.) 
Recht  &  Kutcher,  1210  Empire  State  Bldg.,  350  5th  Avenue,  New  York 

City.     (See  New  Jersey.) 
Charles  A.  Votaw,  Counties  of  Broome  and  Delaware.     (See  Pennsylvania.) 
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North  Carolina:  L.  W.  Norton,  Room  1611,  111  Corcoran  Street,  Durham. 
North  Dakota:  E.  F.  Auman,  16  Huntington  Block,  102  Broadway,  Fargo. 
Ohio: 

Clyde  O.  Law,  Counties  of  Belmont,  Jefferson,  Meigs,  Monroe,  and  Wash- 
ington.    (See  West  Virginia.) 
William  J.   Mack,   1204  Carew  Tower,  441  Vine  Street,  Cincinnati.     (See 

Kentucky.) 
Merritt  Mason,  806  Home  Bank  Bldg.,  240  Huron  Street,  Toledo. 
Reynolds  &  Engel,  20th  Floor,  Mutual  Home  Bldg.,  120  W.  Second  Street, 

Dayton. 
Russell  P.  Theirbach,  925  N.  B.  C.  Bldg.,  815  Superior  Avenue,  N.  E.,  Cleve- 
land. 
Russell  E.  Werts,  2400  First-Central  Tower,  106  S.  Main  Street,  Akron. 
S.  L.  Youngquist,  801  Huntington  Bank  Bldg.,  17  S.  High  Street,  Columbus. 
Oklahoma : 

Harry  D.  Emmert,  7th  Floor,  Tulsa  Loan  Bldg.,  12  E.  Fourth  Street,  Tulsa. 

(See  Arkansas.) 
Albert  B.  Irwin,  1341  First'  National  Bldg.,  120  N.  Robinson  Street,  Oklahoma 
City. 
Oregon : 

E.  A.  Crooks,  Counties  of  Baker,  Grant,  Harney,-  Malheur,  Ijmatilla,  Union, 

and  Wallowa.     (See  Idaho.) 
L.  F.  Larson,  1309  American  Bank  Bldg.,  621  S.  W.  Morrison  Street,  Portland. 
Pennsylvania: 

P.  T.  Allen,  Counties  of  Crawford,  Erie,  McKean,  and  Warren.     (See  New- 
York.) 
Roger   A.    Clark,    1801    Clark    Bldg.,    717    Liberty   Avenue,    Pittsburgh. 
Hergesheimer  &  Finkeiner,   Suite   1007,   1616  Walnut  Street,  Philadelphia. 

(See  Maryland  and  Delaware.) 
George  K.  Reynolds,  902  Griest  Bldg.,  2  N.  Queen  Street,  Lancaster. 
Herbert  L.  Smith,  801  Payne-Shoemaker  Bldg.,  240  N.  Third  Street,  Harris- 
burg. 
G.  G.  Vance,  4  Wool  worth  Bldg.,  103  S.  Main  Street,  Greensburg. 
Charles  A.  Votaw,  201  Connell  Bldg.,  123  Washington  Avenue,  Scranton. 
(See  New  York.) 
Rhode  Island:  E.  T.  Lothgren,  Third  Floor,  National  Bank  of  Commerce  Bldg., 

146  Westminster  Street,  Providence.     (See  Massachusetts.) 
South  Dakota:  Winslow  S.  Burnette,  310  Northwest  Security  National  Bank  Bldg., 

101  S.  Main  Avenue,  Sioux  Falls. 
Tennessee:  E.  T.  Proctor,  1301  Nashville  Trust  Bldg.,  315  Union  Street,  Nash- 
ville.    (See  Virginia.) 
Utah:  Chas.  C.  Guilford,  910  Continental  Bank  Bldg.,  200  S.  Maine  Street,  Salt 

Lake  City.     (See  Idaho  and  Nevada.) 
Vermont:  V.  D.  Griffin.     (See  Massachusetts  and  New  Hampshire.) 
Virginia: 

R.  L.  Baldwin,  Counties  of  Arlington,  Fairfax,  and  Loudoun.     (See  Mary- 
land and  District  of  Columbia.) 
W.  Tolar  Nolley,  9th  Floor,  Tenth  Street  Bldg.,  6  S.  Tenth  Street,  Richmond. 
E.  T.  Proctor,  City  of  Bristol.     (See  Tennessee.) 
Washington : 

John  G.  Reinhardt,   1022  Paulsen  Bldg.,  421  Riverside  Avenue,  Spokane. 

(See  Idaho.) 
M.  H.  O.  Williams,  719  2nd  Avenue  Bldg.,  719  2nd  Avenue,  Seattle. 
West  Virginia: 

Clyde  O.  Law,  900  Hawley  Bldg.,  1025  Main  Street,  Wheeling.     (See  Ohio.) 
Russell  L.  Law,  Counties  of  Berkeley,  Grant,  Hampshire,  Hardy,  Jefferson, 
Mineral,  Morgan,  and  Pendleton.     (See  Maryland.) 
Wisconsin: 

Cameron  &  Carroll,  703  First  National  Bank  Bldg.,  130  Main  Street,  Oshkosh. 

French  &  Horner,  122  W.  Mifflin  Street,  Madison. 

A.    C.    Hoene,    Counties   of   Ashland,    Bayfield,    Douglas,   and   Iron.     (See 

Minnesota.) 
Ben  S.  McGiveran,  300  Union  National  Bank  Bldg.,  119  S.  Barstow  Street, 

Eau  Claire. 
Victor  M.  Stamm,  721  E.  Mason  Street,  Milwaukee. 
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Wyoming: 

G.  Clyde  Baldwin,  Counties  of  Big  Horn,  Campbell,  Crook,  Hot  Springs, 
Johnson,  Park,  Sheridan,  Washakie,  and  Weston.      (See  Montana.) 

A.  B.  Ballah,  Counties  of  Albany,  Carbon,  Converse,  Fremont,  Goshen, 
Laramie,  Lincoln,  Natrona,  Niobrara,  Platte,  Sublette,  Sweetwater,  Teton, 
Uinta,  and  Yellowstone  National  Park.     (See  Colorado.) 

MORTGAGE  LOAN  AGENTS  OF  THE  COMPANY 

California: 

A.  H.  Alexander,  201,  86  Third  Street,  San  Francisco. 

Arthur  C.  Hurt,  702  A.  G.  Bartlett  Bldg.,  215  West  7th  St.,  Los  Angeles. 
Colorado:  Wm.  H.  Wadley,  701  Ernest  and  Cranmer  Bldg.,  932  17th  St.,  Denver. 
Georgia :  John  P.  Swansen,  Representative,  249  Peachtree  Arcade.  6  Peachtree  St., 

Atlanta. 
Illinois: 

L.  H.  Becherer,  602  Graham  Building,  33  Island  Avenue,  Aurora. 

Wm.  Scott  Bond,  1515,  33  N.  La  Salle  Street  Bldg.,  33  N.  La  Salle  St.,  Chicago. 

Rufus  Freitag,  304  Lincoln  Building,  40  Main  Street,  Champaign, 

Harry  C.  Luehrs,  502  Ferguson  Bldg.,  524  E.  Monroe  St.,  Springfield. 

J.  E.  Merrill,  713  Commercial  Merchants  Bk.  Bldg.,  305  S.  Adams  St.,  Peoria. 
Indiana:  A.  E.  Keller,  410  Chamber  of  Commerce  Bldg.,  320  N.  Meridian  St., 
ite  Indianapolis. 
Iowa: 

Jos.  G.  Hanson,  726  I.  O.  F.  Building,  105  E.  State  St.,  Mason  City. 

Frank  C.  Jones,  508  Insurance  Exchange  Bldg.,  505  Fifth  Ave.,  Des  Moines. 

G.  S.  Malone,  508  Insurance  Exchange  Bldg.,  505- Fifth  Ave.,  Des  Moines. 

F.  D.  Mitchell,  630  Insurance  Exchange  Bldg.,  507  7th  St.,  Sioux  City. 

J.  Guy  Mitchell,  504  Security  Bank  Bldg.,  201  S.  2nd  Street,  Cedar  Rapids. 
Kansas:  Fred  B.  Knorr,  524  New  England  Bldg.,  501  Kansas  Ave.,  Topeka. 
Kentucky:  J.  A.  Livingston  (see  Tennessee). 

Michigan:  Earl  P.  Kehm,  310  Paterson  Bldg.,  653  S.  Saginaw  St.,  Flint. 
Minnestoa: 

Harold  Butcher,  202  Mullen  Building,  East  6th  Street,  Morris. 

C.  O.  Fitts,  Addison  Bldg.,  200  West  Main  St.,  Marshall. 

Glenn  Gullickson,  942  Metropolitan  Bank  Bldg.,  600  Second  Ave.  South 
Minneapolis. 
Missouri : 

W.  E.  Hoag,  415,  1016  Baltimore  Bldg.,  1016  Baltimore  Ave.,  Kansas  City. 

Z.  R.  Mills,  201  Noll  Building,  1406/2  West  Main  Street,  Bethany. 

A.  W.  Swacker,  257  McCoy-Tanner  Bldg.,  105  E.  Center  St.,  Sikeston. 

C.  E.  Roberts,  1105  Landreth  Bldg.,  320  N.  4th  St.,  St.  Louis. 

R.  C.  Wetherell,  Woolworth  Bldg.,  100-A  No.  Jefferson  St.,  Mexico. 
Nebraska:  T.  L.  Bumford,  815  First  National  Bk.  Bldg.,  1001  O  Street,  Lincoln. 
North  Dakota:  F.  D.  Henderson,  604  First  National  Bk.  Bldg.,  15  Broadway, 

Fargo. 
Ohio: 

D.  Haydn  Evans,  1025  ihe  Beggs  Building,  21  E.  State  St.,  Columbus. 
Karl  J.  Probeck,  901  N.  B.  C.  Building,  815  Superior  Ave.,  N.E.,  Cleveland. 
L.  D.  Reynolds,  1025  The  Begge  Building,  21  E.  State  St.,  Columbus. 

0.  R.  Trump,  704  Cook  Tower,  125  W.  High  Street,  Lima. 

T.  A.  Tuttrup,  931  Nicholas  Bldg.,  608  Madison  Ave.,  Toledo. 
Oregon  and  Washington  (Western) :  D.  M.  Dow,  2702  Smith  Tower,  502  Second 

Avenue,  Seattle. 
Pennsylvania:  F.  L.  Lyman,  1216,  1616  Walnut  St.  Bldg.,  1616  Walnut  Street, 

Philadelphia. 
South  Dakota: 

1.  C.  Pooley,  513  Security  Bank  Bldg.,  101  S.  Main  Ave.,  Sioux  Falls. 
George  W.  Rennix,  501  Capital  Building,  413  So.  Main  St.,  Aberdeen. 

Len  D.  Robertson,  303  Natl.  Bk.  of  Huron  Bldg.,  280  Dakota  Ave.,  So., 
Huron. 
Tennessee:  J.  A.  Livingston,  1009  Cotton  States  Bldg.,  318  6th  Ave.,  N.,  Nashville. 
Washington    (Eastern):    Murphy,   Favre   &   Nevcrs,    501   Spokane  and   Eastern 

Bldg.,  601  Riverside  Ave.,  Spokane. 
Wisconsin: 

O.  W.  Rewey,  Cloverland  State  Bk.  Bldg.,  226  S.  Central  Ave.,  Marshfield. 
F.  K.  Thomas,  625  St.  Bk.  of  Wisconsin  Bldg.,  3  W.  Main  St.,  Madison. 

E.  C.  Woklund,  310  Union  Natl.  Bank  Bldg.,  131  S.  Barstow  St.,  Eau  Claire. 


CONCENTRATION  OF  ECONOMIC  POWER 

Exhibit  No.  293 
fFrom  flies  of  Northwestern  Mutual  Life  Insurance  Co.] 


1635 


Minutes  of  Meeting  of  Examining  Committee  of  Policyholders  of  the 
Northwestern  MtiTTJAL  Life  Insurance  Co.,  Milwaukee,  Wis. 

The  first  meeting  of  the  examining  committee  of  policyholders  was  held  at 
the  home  office  of  the  Northwestern  Mutual  Life  Insurance  Co.,  in  Milwaukee, 
Wis.,  on  Monday,  November  7,  1938,  at  10  a.  m. 

Present:  Mr.  James  K.  Watkins,  Mr.  William  N.  Smith,  Mr.  Frank  C.  Brophy, 
Mr.  Wallace  Davis,  Mr.  George  B.  Luhman. 

After  being  welcomed  by  Mr.  Cleary,  president,  and  discussing  at  some  length 
the  duties  of  the  committee,  the  committee  proceeded  to  choose  as  chairman,  Mr. 
James  K.  Watkins,  and  as  secretary,  Mr.  George  B.  Luhman. 

Mr.  Shepard  E.  Barry,  comptroller  of  the  company,  discussed  at  length  with  the 
committee  the  requirements  covering  the  audit  of  the  books  and  the  procedure 
usually  followed  in  selecting  an  auditing  firm  to  make  an  examination  of  them. 

The  committee  considered  at  length  the  nature  and  extent  of  the  investigation 
and  inquiries  to  be  made  into  the  general  policies  and  methods  of  the  company 
and  its  several  departments. 

During  the  noon  recess"  luncheon  was  had  by  the  members  of  the  committee  with 
Mr.  Cleary,  president,  and  other  officers,  as  follows:  Mr.  F.  W.  Walker,  vice 
president;  Mr.  H.  D.  Thomas,  vice  president;  Mr.  Percy  H.  Evans,  vice  president 
and  actuary;  Mr.  Edmund  Fitzgerald,  vice  president;  E)r.  D.  E.  W.  Wenstrand, 
medical  director. 

At  the  conclusion  of  the  luncheon  recess,  consideration  was  given  to  the  employ- 
ment of  an  auditing  firm  to  make  a  balaace  sheet  audit  of  the  books  of  the 'com- 
pany. The  following  representatives  of  auditing  companies  appeared  in  person 
and"  presented  their  respective  proposals  with  charges,  showing  maximum  total 
charge  and  per  diem  for  principal,  senior,  and  junior  accountants,  as  follows: 


Total 

Per  diem 

Additional 

work  per 

diem 

1.  Mr.  A\'agi.er,  rcpresentiT.g  Arthur  Andorsoii  &  Co.,  Milwaukee-... 

2.  Mr.  John  J.  Lauer,  of  Chicago,  representing  Crawford  &  Co 

3.  Mr.  Hippard,  of  New  York,  representing  Joseph  Froggatt  &  Co., 

Inc. 

$8.  5'JO 
12.000 
12,500 

9.500 
10,  000 

13,000 

$50-3T-20 
.50-35-20 
50-30-20 

{ ;|--?^^} 

50-30-20 
50-25-15 

Same. 
Do. 
Do. 

Do. 

5.  Mr.  H.  A.  Sinclair,  representing  Peat,  Marwick,  Mitchell  &  Co., 
Milwaukee. 

Do. 
Do. 

After  extended  and  deliberate  consideration  it  was,  upon  motion  duly  made, 
seconded,  and  carried,  voted  to  employ  Peat,  Marwick,  Mitchell  &  Co.,  in  accord- 
ance with  the  terms  of  their  proposal,  and  the  chairman  of  the  committee  was 
authorized  to  accept  such  proposal  in  behalf  of  the  committee. 

Upon  motion  duly  made  and  carried  it  was  voted  to  adjourn  until  10  a.  m., 
Tuesday,  November  8,  1938. 

George  B.  Luhman,  Secretary. 


Minutes  of  Meeting-  of  Examining  Committee  05-  Policyholders^  of  the 
Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee,  Wis. 

Meeting  of  the  examining  committee  of  policyholders  of  the  Northwestern 
Mutual  Life  Insurance  Co.  was  held  at  the  home  office  of  the  company  on  Tues- 
day, November  8,  1938,  pursuant  to  adjournment  taken  on  Monday,  November  7, 
1938. 

Present:  Mr.  James  K.  Watkins,  Mr.  William  N.  Smith,  Mr.  Frank  C.  Brophy, 
Mr.  Wallace  Davis,  Mr.  George  B.  Luhman. 

Extended  discussion  was  had  with  Mr.  Cleary,  president,  covering  the  policies, 
methods,  and  procedure  of  the  company. 

Mr.  Frederick  W.  Walker,  vice  president,  presented  to  the  committee  in  detail 
a  report  covering  the  policies  and  methods  preliminary  to  the  purchase  of  bonds, 
the  procedure  following  authorization,  the  steps  taken  in  connection  with  research 
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work  done  covering  the  securities  held  by  the  company,  and  method  pursued  by 
the  finance  committee  in  reviewing  and  retaining  or  selling  securities. 

Upon  motion  duly  made  and- carried  it  was  voted  to  adjourn  until  Monday, 
December  19,  1938. 

George  B.  Ltjhman,  Secretary. 

Minutes   of    Meeting    of   Policyholders'    Examining   Committee   of   thb 
Northwestern  Mxttual  Life  Insurance  Co.,  Milwaukee,  Wis. 

Meeting  of  policyholders'  examining  committee  of  the  Northwestern  Mutual 
Life  Insurance  Co.  was  held  at  the  home  office  of  the  company  on  Monday, 
December  19,  1938,  at  10  o'clock  a.  m.,  pursuant  to  adjournment. 

Present:   Messrs.  Wallace  M.  Davis,  George  B.  Luhman. 

It  was  reported  to  the  meeting  that  Mr.  William  N.  Smith  was  unable  to  be 
present  on  account  of  illness. 

Mr.  James  K.  Watkins  was  detained  because  of  the  protracted  trial  of  some 
litigation  in  Federal  court  in  Detroit. 

Mr.  Frank  C.  Brophy  was  unable  to  attend  on  account  of  conflicting  engage- 
ments. 

Mr.  Hall,  one  of  the  New  York  partners  of  Peat,  Marwick,  Mitchell  &  Co., 
attended  the  meeting  with  Mr.  Sinclair  and  Mr.  Liebsherr,  directly  in  charge  of 
the  audit,  and  presented  their  report  of  progress. 

Each  recommendation  covering  the  centralization  of  audit  and  control  was  dis- 
cussed at  length.  Consideration  was  given  to  the  real  estate  owned  by  the  com- 
pany, with  particular  emphasis  on  the  large  pieces  of  business  property  in  the 
various  cities  throughout  the  country. 

Mr.  Fitzgerald,  vice  president,  discussed  at  some  length  the  problem  involve! 
in  handling  city  real  estate  and  large  city  mortgage  loans. 

It  was  upon  motion  voted  to  adjourn  until  Wednesday,  January  18,  1939,  at 
10  o'clock  a.  m. 

George  B.  Luhman,  Secretary. 

Minutes   of   Meeting   of   Policyholders'    Examining   Committee   of   thb 
Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee,  Wis. 

Meeting  of  the  policyholders'  examining  committee  of  the  Northwestern 
Mutual  Life  Insurance  Co.  was  held  at  the  home  office  of  the  company  in  Mil- 
waukee, Wis.,  on  Wednesdaiy,  January  18,  1939,  at  10  a.  m.,  pursuant  to  ad- 
journment. 

Present:  Messrs.  James  K.  Watkins,  Wallace  M.  Davis,  Frank  C.  Brophy, 
George  B.  Luhman. 

After  a  preliminary  conference  with  Mr.  Cleary,  president,  and  Mr.  Fitzgerald, 
vice  president,  the  committee  continued  its  investigation. 

Mr.  Frederick  W.  Walker,  vice  president,  discussed  at  length  the  investment 
standards  of  the  company  and  assured  the  committee  that  those  standards  have 
not  changed  in  the  last  10  years.  He  explained  that  securities  which  10  years  ago 
the  company  would  not  go  to  the  trouble  and  expense  of  investigating  exhaus- 
tively before  purchasing  were  now  considered  becaase  of  the  difficulty  in  securinc; 
satisfactory  investments,  and  that  if  after  such  eyhaustive  investigation  the 
securities  did  not  meet  the  standards  of  the  company  they  were  not  purchased  but 
that  in  many  instances  such  investigation  revealed  the  fact  that  the  securities 
met  such  standards. 

Industrial  bonds  are  not  purchased  generally  for  the  reason  that  the  company 
has  not  yet  set  up  an  industrial  bond  department,  and  that  the  difficulties  in 
watching  industrials  and  anticipating  trends  is  much  greater  than  those  en- 
countered in  servicing  utility  or  municipal  bonds.  In  the  industrial  field  there  is 
practically  no  assurance  of  continuity  of  demand  for  product,  or  the  fact  that 
invention,  discovery,  or  competition  may  not  put  out  of  business  any  item  which 
is  now  widely  used. 

Interest  rates  must  necessarily  change,  but  no  one  can  now  anticipate  when 
such  a  change  will  take  place  or  the  extent  of  it  when  it  comes.  With  the  broad 
investrnent  policy  applicable  to  large  funds  with  rotating  maturities,  and  new 
funds  available  continually,  the  change  in  rates  is  not  so  serious  as  it  otherwise 
might  be  for  the  reason  that  the  resulting  average  is  not  radically  thrown  out  of 
line  by  any  temporary  fluctuations. 
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It  appears  to  the  management  that  the  bond  holdings  take  up  too  large  a  per- 
centage of  the  portfolio  at  present,  and  an  effort  is  made  to  secure  all  satisfactory 
mortgage  loans  which  are  available. 

Electric  utility  outlook  is  favorable.  There  is  little  fear  of  competition,  and 
as  population  increases  and  industry  increases  the  demands  for  electricity  must 
continue. 

The  company  does  not  have  any  fixed  limit  on  any  one  investment.  In  a  few 
instances  the  company  might  purchase  an  entire  bond  issue  and  in  others,  of 
course,  only  a  small  portion  of  the  entire  issue. 

Messrs.  Hall  and  Sinclair,  of  Peat,  Marwick,  Mitchell  &  Co.,  presented  to  the 
committee  the  report  made  by  them  supplemental  to  the  report  of  December  8, 
1938.  Each  of  the  suggestions  and  recommendations  concerning  the  centraliza- 
tion of  control,  and  the  centralization  of  audit  functions  in  the  comptroller's 
office,  was  discussed  at  length. 

Deliberate  consideration  was  given  to  the  so-called  condensed  income  and 
disbursement  statement  published  in  the  annual  report.  It  was  pointed  out 
that  the  income  items  set  forth  are  not  all  income,  and  the  disbursement  items 
included  are  not  properly  called  disbursements.  The  fact  that  the  form  is  pre- 
scribed by  the  insurance  department  was  not  lost  sight  of,  but  in  spite  of  the  fact 
that  the  statement  may  be  perfectly  clear  to  insurance  department  officials,  it 
was  pointed  out  that  erroneous  inferences  might  be  drawn  and  unwarranted  con- 
clusions reached  by  policyholders  or  others  not  familiar  with  insurance  accountibg 
methods. 

Luncheon  was  had  with  Messrs.  Cleary,  president;  Swansen,  Thomas,  and 
Fitzgerald,  vice  presidents:  Dr.  D.  E.  W.  Wenstrand,  medical  director;  Mr. 
Anderson,  secretary;  and  Mr.  Barry,  comptroller. 

Mr.  Thomas,  vice  president  in  charge  of  the  mortgage  loan  department;  dis- 
cussed at  length  the  policy  of  the  company  in  respect  of  mortgage  loans.  Lengthy 
consideration  was  had  covering  the  Federal  Housing  Administration  loans  now 
being  made  by  the  company.  It  was  explained  that  while  the  loans  themselves 
might  be  for  80  or  perhaps  as  much  as  90  percent  of  the  cost  of  the  property,  they 
were  insured  and  the  debentures  obtainable  in  the  event  of  default  without  fore- 
closure being  necessary  were  guaranteed  unconditionally  by  the  Treasury  Depart- 
ment of  the  United  States,  so  that  there  was  little  if  any  likelihood  of  any  loss  to 
the  company.  It  is  understood  that  the  finance  committee  has  dete'rmined  that 
not  more  than  $10,000,000  of  such  loans  will  be  made  without  additional  deliberate 
consideration  on  the  part  of  the  committee. 

Inquiry  was  made  in  respect  of  the  large  number  of  loans  to  various  Catholic 
units  during  the  past  few  years,  and  the  method  of  investigation,  check  on  the 
organization  making  the  loan,  availability  of  funds,  and  ability  to  service  and 
amortize  the  loan  was  gone  into  at  great  length.  It  appears  that  the  record  of  the 
company  on  these  loans  has  been  most  satisfactory  and  that  in  many  instances  the 
loans  have  been  paid  off  before  maturity. 

Farm  mortgage  loans  were  considered  and  it  was  stated  that  the  troubles  on 
farm  mortgages  are  nearly  over.  Farm  conditions  are  much  better  and  sales  of 
farms  have  been  made  at  satisfactory  prices.  DiflRculties  with  city  business  real 
estate  have  not  yet  cleared  up  and  apparently  the  outlook  isn't  as  good  as  it  is  on 
the  farm  lands.  If  business  in  the  cities  picks  up,  then  city  sales  will  be  possible 
and  the  situation  will  be  much  better. 

Practically  all  of  the  loan  agents  of  the  company  are  salaried  employees  of  the 
company,  and  their  earnings  do  not  depend  upon  the  number  of  loans  which  they 
are  able  to  induce  the  company  to  make. 

Sales  of  farm  lands  were  discussed,  with  figures  showing  the  loss  or  gain.  In  the 
9  years  from  1929  to  1937  2,997  farms  were  sold  for  $23,258,165.77.  The  total 
cost  was  $23,275,048.76,  showing  a  loss  to  the  company  o'f  $18,883.19.  These 
farms  had  been  written  down,  however,  from  time  to  time,  so  that  in  spite  of  the 
loss  there  was  a  gain  in  asset  value  on  the  books  of  the  company,  after  the  sales 
were  completed,  of  $2,696,096.85.  The  company  follows  the  practice  in  every 
instance  of  writing  the  property  down  periodically  to  get  as  close  as  possible  to  its 
market  value. 

The  farms  owned  in  South  Dakota  were  given  deliberate  consideration  and  it 
was  explained  that  one  or  two  good  crops  would  produce  a  market  for  most  of 
these  holdings. 

In  connection  with  some  of  the  western  mortgages  it  has  been  found  necessary 
to  cooperate  with  owners  in  purchasing  cattle  and  other  equipment  for  profitable 
operation  of  the  properties.  Such  purchases  are  charged  directly  to  expense 
during  the  current  year  and  are  not  at  all  capitalized  on  the  books  of  the  company. 
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These  investments  should  result  in  substantial  recoveries  at  some  time,  and  would 
then  appear  as  other  income  in  the  statements  of  the  company.  When  other 
real-estate  holdings  are  sold,  and  the  items  have  been  materially  written  down, 
there  will  be  additional  recoveries  for  the  company.  When  and  if  business 
returns  to  anything  like  a  normal  basis,  there  should  be  very  substantial  recovery. 

The  Northwestern  does  not  carry  fire  and  tornado  insurance  upon  its  farm, 
properties.  This  means  that  it  carries  its  own  insurance.  So  far  its  losses  have 
been  less  than  one-half  of  what  the  premiums  would  have  been  if  ordinary  insurance 
had  been  carried,  as  is  the  usual  practice  of  small  owners. 

City  real  estate  was  discussed,  with  special  consideration  to  the  larger  items 
appearing  in  the  auditor's  report.  The  company  has  found  it  necessary  to  build 
up  a  city  real-estate  managing  department,  and  has  even  gone  so  far  as  to  main- 
tain a  branch  office  in  Chicago,  where  there  are  three  men  and  three  women 
employed.  The  city  business  property  real  estate  is  one  of  the  major  difficulties 
now  confronting  the  company  and  it  will  take  some  years  to  work  it  out.  Very 
generous  write-downs  have  taken  place  upon  all  of  the  properties.  No  reasonable 
offer  for  city  property  is  declined. 

Mr.  Philip  K.  Robinson,  director  of  municipal  bond  research  department,  dis- 
cussed at  length  the  methods  and  procedure  used  in  purchasing  and  servicing 
municipal  bonds. 

Special  attention  was  given  to  the  bonds  recently  purchased  which  are  serviced 
by  the  revenue  from  university  dormitories  or  health  service  buildings.  It  is 
considered  that  these  loans  are  especially  desirable  because  of  the  rate  of  interest 
,  and  positive  assurance  of  payment  on  a  serial  maturity  basis. 

Mr.  Grant  L.  Hill,  director  of  agencies,  explained  to  the  committee  the  agency 
relationships  of  the  company.  AH  agents  get  exclusive  territory,  except  in 
metropolitan  New  York,  where  there  are  now  four  general  agents.  The  difference 
between  the  branch  office  and  managerial  basis  of  agencies,  and  the  general  con- 
tract basis  adopted  by  the  Northwestern,  was  explained. 

Most  general  agents  are  recruited  from  the  agency  ranks  of  the  company. 
Only  occasionally  is  an  agent  secured  from  some  other  company. 

The  acquisition  cost  of  insurance  was  discussed,  and  the  commissions  payable  to 
agents  are  as  follows: 

The  solicitor  agent  gets  50  percent  of  the  first  year's  premium,  witli  5  percent 
of  each  premium  renewal  for  9  years.  The  general  agent,  upon  whose  staff  the 
Bolicitor  agent  works,  gets  5  percent  of  the  first  year's  premium,  12)'^  percent  of  the 
Becond  year's  premium,  and  7}^  percent  of  the  next  8  years'  premiums.  After 
that  period  of  time  the  general  agent  gets  a  2-percent  collection  fee.  All  general 
agents  are  bonded  to  the  company,  and  all  solicitor  agents  work  directly  for  the 
so-called  general  agents.  The  solicitor  agents  are  not  employees  of  the  home 
office. 

The  committee  adjourned  to  resume- at  10  o'clock  a.  m.,  on  Thursday,  January 
19.  1939. 

George  B.  Luhman,  Secretary. 

Minutes   of    Meeting   of    Polictholdbrs'    Examining    Committee    of   the 
Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee,  Wis. 

Purusant  to  adjournment  on  Wednesday,  January  18,  1939,  meeting  of  the 
Policyholders'  Examining  Committee  was.  held  on  Thursday,  January  19,  1939, 
at  10  a.  m. 

Present:  Messrs.  .lames  K.  Watkins,  Wallace  M.  Davis,  Frank  C.  Brophy, 
George  B.  Luhman. 

Mr.  Evans,  vice  president  and  actuary,  explained  to  the  committee  at  length 
the  operations  of  his  department  and  its  duties  and  functions.  Contracts  of  the 
company  are  worked  out  by  the  actuary's  department,  which  is  in  fact  the  engineer- 
ing dejiartment  of  an  insurance  company.  It  calculates  premium  rates,  keeps 
track  of  risks,  calculates  liability,  makes  policy  loans  and  collects  interest  thereon. 
During  the  year  1932  the  department  paid  out  $70,000,000  in  cash  on  policy  loans. 

The  actuaries  make  the  computations  on  dividends  and  recommend  their 
payment.  Two  clerks  operating  machines  can  now  make  all  of  the  computationg 
in  8  or  10  days  while  it  used  to  take  18  or  20  clerks  30  to  60  days  to  do  it  by  hand. 
Mr.  Evans  assures  us  that  his  department  is  taking  advantage  of  every  new 
mechanical  method  of  operation  which  can  be  economically  employed  by  the 
company. 
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The  method  and  extent  of  loading  on  premiums  was  explained,  and  the  mor- 
taility  experience  of  the  company  as  set  forth  upon  the  reports  was  considered  at 
length.  Premiums  are  presently  loaded  about  22  percent,  with  61  percent  or  62 
percent  of  the  premium  going  for  expense,  and  one-third  of  it  returned  to  the 
policyholder  in  the  form  of  a  dividend. 

The  American  Experience  Mortality  Table  is  out  of  date  and  has  been  for 
many  years,  but  considering  the  fact  that  it  is  used  onlj'  as  a  standard  basis  for 
computation  there  is  no  serious  objection  to  its  present  use. 

Dr.  D.  E.  W.  Wenstrand,  medical  director,  informed  the  committee  of  the  func- 
tions of  his  department  and  the  methods  of  operation.  His  department  really 
selects  the  risks  of  the  company.  No  substandard  risks  are  taken.  Many  other 
companies  have  a  standard  form  of  writing  substandard  risks  with  adjustment  of 
rates  applicable  to  the  additional  risks.  The  Northwestern  does  not  indulge  in 
that  type  of  business.  Family  history  is  most  important,  but  sometimes  there 
is  difficulty  in  getting  it  correctly.  With  the  aid,  however,  of  credit  agencies 
and  other  investigators  all  information  is  carefully  checked  by  the  company. 
All  insurance  companies  exchange  information  covering  impairments  and  applica- 
tions declined. 

Overweight  is  one  of  the  danger  signals  after  a  person  reaches  40.  Weight, 
blood  pressure,  and  the  use  of  alcohol  are  determining  factors  in  accepting  risks. 

The  company  has  3,800  active  examiners.  In  1938  the  mortaility  rate  was 
56  percent  and  in  1937  it  was  55.31.  Mortality  tables  are  based  on  insured  lives, 
and  not  upon  public  generally. 

The  company  does  not  write  Army  or  Navy  officers  because  they  move  about 
too  much,  are  unstable  in  their  activities,  and  sometimes  acquire  questionable 
habits.  Aviators  are  entirely  out,  as  are  all  railroad  operating  men  except 
conductors. 

During  the  month  of  December  1938  the  medical  department  approved  11,000 
applications  for  insurance.  There  are  seven  doctors  in  the  department.  About 
40  percent  of  all  applications  for  insurance  come  from  previous  policyholders, 
and  this,  in  itself,  gives  an  opportunity  to  check  up  risks  and  makes  risks  health- 
conscious,  so  that  it  results  in  favorable  mortality  record. 

Mr.  Evans,  vice  president  and  actuary,  resumed  his  conference  with  the  com- 
mittee and  explained  that  the  dividend  rate  depended  upon  interest  earnings, 
mortality  savings,  and  expense  of  the  company.  The  mortality  saving  has  not 
fluctuated  very  much  in  the  past  few  years.  The  Northwestern  has  enjoyed  a 
much  more  favorable  record  than  many  other  companies  because  of  their  selected 
risks.  The  expense  item  has  gone  up  somewhat  in  the  past  few  years  but  not 
enough  to  affect  seriously  the  dividends  paid.  The  write-offs  on  securities,  and 
the  losses  taken,  have,  during  the  past  few  j'ears,  eaten  up  about  $10,000,000  a 
year  of  income.  A  very  substantial  part  of  this  may  be  recovered  when  the  rail- 
road bonds  come  back,  or  the  farms  or  city  real  estate  are  advantageously  sold. 

On  January  1,  1939,  the  guaranteed  rate  under  policies  was  reduced  from  3 
to  2y2  percent  on  funds  left  with  the  company.  This  has  been  necessary  because 
of  the  reduction  in  the  interest  earned  on  the  company's  funds. 

The  company  employs  1,505  full-time  employees  in  its  home  office,  and  101 
part-time  on.iployees,  making  a  total  of  1 ,006.  There  are  197  full-time  loan  agents, 
which  results  in  a  total  staff  of  1,803.  About  55  percent  are  women,  and  45  per- 
cent are  men.  There  are  more  than  600  employees  in  the  secretary's  department; 
240  in  the  actuary's  department;  and  52  in  the  office  of  the  general  counsel. 

The  employees  work  7  hours  a  day  and  5  days  a  week. 

Mr.  Barry,  the  comptroller,  discussed  with  the  committee  the  various  fidelity 
bonds  upon  the  officers  and  employees,  as  well  as  the  burglary  and  theft  bonds 
covering  the  securities. 

Mr.  Wilman  took  the  committee  through  the  securities  vault  and  explained  the 
various  types  of  protection  around  the  vault  and  the  system  adopted  in  checking 
securities  in  and  out  and  making  shipments. 

Mr.  Cleary,  president,  discussed  at  length  the  various  recommendations  of  the 
auditors  covering  the  centralized  control  and  general-audit  function  and  duties. 

Labor  relations  were  inquired  into  and  the  history  of  the  independent  union 
was  explained  to  the  committee.  Mr.  Cleary  stated  that  it  had  worked  out  very 
satisfactorily  and  from  the  company  point  of  view  it  was  better  to  deal  with  the 
group  as  a  group  than  with  individuals.  At  the  time  the  union  came  into  exist- 
ence in  January  1937  adjustments  in  pay  roll  were  necessary  to  the  extent  of  about 
$200,000  but  since  that  time,  due  to  changes  in  personnel,  the  pav  roll  is  almost 
back  to  the  1937  figure.     ' 
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The  pension  plan  was  presented  to  the  committee,  which  permits  voluntary 
retirement  at  65  and  compulsory  retirement  at  70,  with  certain  exceptions  for  the 
older  employees  who  were  past  60  on  January  1,  1937. 

The  city  real-estate  problem  with  specific  attention  to  particular  large  loans 
was  discussed  with  Mr.  Cleary  and  the  committee  was  assured  that  there  would 
be  little,  if  any,  loss  in  the  aggregate  upon  the  holdings.  The  policy  of  the  com- 
pany is  to  get  rid  of  the  real  estate  as  soon  as  a  sale  at  a  fair  price  can  be  made. 
Fair  price  does  not  mean  a  profit,  but  properties  are  not  sold  at  sacrifice  prices 
just  for  the  purpose  of  getting  rid  of  them.  The  companj'  does  not  want  to  retain 
property  for  the  purpose  of  making  a  profit  or  producing  income,  but  it  sometimes 
must  manage  it  until  a  fair  price  is  obtainable. 

It  is  not  the  policy  of  the  company  now  to  make  extremely  large  loans.  The 
Palmer  House  property  at  the  time  the  loan  was  made  had  a  cost  of  about 
$42,000,000. 

The  Starrett  Building  in  Cincinnati  has  been  taken  over  by  the  Emery  family, 
of  Philadelphia,  and  is  now  in  good  standing. 

Mr.  Cleary  explained  to  the  committee  his  attitude  toward  large,  multiple- 
housing  Federal  Housing  Administration  loans,  and  assured  the  committee  that 
in  his  judgment  there  would  be  no  loss  eventually  on  any  of  these  loans. 

The  home  office  space  is  adequate  for  a  normal  20-year  growth.  The  growth 
of  the  company  immediately  after  the  war  was  most  abnormal,  but  no  such  addi- 
tional growth  is  now  anticipated. 

The  committee  adjourned  until  Friday,  January  20,  1939,  at  10  o'clock  a.  m, 

George  B.  Luhman,  Secretary. 

Minutes   of   Meeting   op   Policyholders'    Examining   Committee    of   the 
Northwestern  Mutual  Life  Insurance  Co.,   Milwaukee,  Wis. 

Adjourned  meeting  of  the  policyholders'  examining  committee  of  the  North- 
western Mutual  Life  Insurance  Co.  was  held  on  Friday,  January  20,  1939,  at  10 
o'clock  a.  m. 

Present:   Messrs.  James  K.  Watkins,  Wallace  M.  Davis,  George  B.  Luhman. 

Mr.  Brophy  was  confined  to  his  room  at  the  hotel  by  illness,  but  was  available 
to  the  committee  for  conference. 

Mr.  Edmund  Fitzgerald,  vice  president,  discussed  at  length  with  the  committee 
the  employee  relationship  and  the  contract  with  the  labor  union.  The  contract 
expires  on  April  30,  1939,  but  may  be  terminated  at  any  time  on  60  days'  notice 
by  either  party.  The  interest  in  the  union  has  apparently  fallen  off.  The  new 
employees  are  satisfied  with  their  new  jobs,  and  the  older  employees  do  not  like 
union  activity  or  union  dues.  The  middle  group  are  responsible  for  the  union 
and  it  is  inspired  mostly  by  young  men  who  are  impatient  with  their  advancement. 

The  average  term  of  employment  in  the  company  is  10%  years.  Not  a  single 
man  left  the  employ  of  the  company  in  1938  on  his  own  initiative. 

In  the  pension  plan  the  employees  each  put  in  4  percent  of  their  salary.  The 
company  puts  in  a  similar  amount.  The  part  of  the  company's  contribution 
goes  to  the  social-security  tax,  and  the  balance  to  the  company  fund.  If  an  em- 
ployee leaves  the  company  before  retirement  he  can  withdraw  only  his  portion  of 
the  savings,  plus  interest.     The  company  contribution  remains  in  the  fund. 

A  general  discussion  was  had  concerning  members  of  the  staff  and  their  reserve 
personnel.  The  committee  was  satisfied  that  proper  attention  is  being  given  by 
the  management  to  the  personnel  future. 

Mr.  Fitzgerald  explained  that  in  all  of  the  large,  city  business-property  loans 
ample  steps  were  being  taken  to  protect  the  company.  In  many  instances  officers 
of  the  company  are  on  the  board  of  directors  of  the  managing  corporation,  and 
proper  checks  are  being  made  to  insure  the  company  that  operating  revenues  are 
not  being  diverted  by  equity  owners  for  other  purposes. 

At  luncheon  the  membersof  the  committee  were  privileged  to  meet  and  discuss 
policies  of  the  company  with  Mr.  Clearv,  president,  and  Messrs.  Frank  R.  Bacon, 
Louis  Quarles,  W.  D.  Van  Dyke,  Jr.,  Harold  S.  Falk,  Fred  C.  Best,  and  Walter 
Davidson,  who  had  just  concluded  a  meeting  of  the  finance  committee  of  the 
company. 

Detailed  recommendations  of  the  auditors  for  centralized  audit  and  control 
were  discussed  at  length. 
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Messrs.  Hall,  Sinclair,  and  Liebsherr  of  Peat,  Marwick,  Mitchell  &  Co.,  pre- 
sented the  final  audit  report  and  considered  in  detail  the  figures  of  the  company. 
Their  recommendations  were  to  be  taken  into  consideration  by  the  committee 
in  drafting  its  report,  and  supplemental  report  if  any. 

The  committee  proceeded  to  draft  its  report  and  a  supplemental  letter  to  Mr. 
Cleary  covering  some  of  the  recommendations  of  the  auditors. 

Conference  was  had  with  Mr.  Brophy  and  the  details  of  the  report  were  dis- 
cussed with  him.  The  report  was  then  adopted  by  the  committee  and  signed  by 
the  members  of  the  committee.  The  secretary  was  authorized  to  communicate 
with  Mr.  WiUiam  N.  Smith  and  invite  his  signature  to  the  report  and  file  the 
report  with  Mr.  Cleary,  president  of  the  company. 

Upon  motion  made  and  carried  the  secretary  was  authorized  to  approve  for 
payment  the  bill  of  Peat,  Marwick,  Mitchell  &  Co.  when  rendered,  in  accordance 
with  their  contract  of  employment. 

The  committee  records  its  appreciation  of  the  many  courtesies  extended  by  tha 
officers  of  the  company  and  trusts  that  its  efforts  may  be  of  some  assistance  to 
the  policyholders  and  management. 

Upon  motion,  the  committee  adjourned. 

George  B.  Luhman,  Secretary. 


SUPPLEMENTAL  DATA 

The  following  data  is  included  at  this  point  in   connection  with 
Dr.  Davenport's  testimony  on  p.  1182. 


Income  of  life  insurance  companies  and  United  States  na 

tonal  income 

Total  in- 
come of  life- 
ins;!  ran  cc 
companies 
(millions) ' 

Total 
premium 
income 
(millions) 

United 
States 
national 
income 
(billions)  « 

Percentage  ratio  of 
life  insurance 

Year 

Total  in- 
come to 

total 
national 
income 

Total 

premium 

income  to 

national 

income  3 

1850 

$2.2 
3.6 
6.7 
7.4 
12.1 
18.0 
30.7 
37.1 
68.1 
72.8 
08.3 
53.8 
40.0 
42.3 
50.1 
53.2 
63.5 
69.8 
»61.5 

1860 

1880 

ISO 

107 

401 

781 

1,043 

1,764 

3,018 

4,, "I'M 

4,850 

4,653 

4,822 

4,786 

5,072 

8,180 

5,257 

$55 
158 
325 

784 
1,385 
2,384 
3,524 
3,661 
3,504 
3,322 
3,521 
3,692 
3,683 
3.762 

0.1 
1.6. 
2.2 
2.5 
2.8 
2.6 
4.1 
6.7 
9.0 
11.6 
10.9 
9.6 
9.2 
8.2 
7.5 

0.07 

1890 

1.31 

1900                          

1.80 

1910 

1.93 

1915 

2.11 

1920 

2.03 

1925                                     

3.27 

1930 

5.16 

1931 

6.80 

1932 

8.76 

1933     -                                   

7.85 

1934 

7.03 

1935 

6.94 

1936 

5.80 

1937  .              .                 

5.39 

1038 

>  Spectator's  Insurance  year  books. 

«  Table  5  submitted  for  the  record  of  the  hearings  before  the  temporary  national  economic  committee  by 
Dr.  Isador  Lubin,  Commissioner  of  Labor  Statistics,  Department  of  Labor.  Based  upon  estimates  made 
by  the  Department  of  Commerce,  Kuznets,  and  King:  spliced  into  a  single  reasonably  comparable (serie 
by  the  Department  of  Commerce.    See  Ilearings,  Part  I,  appendix,  p.  194. 

« Estimated. 
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The  following  data  is  included  at  this  point  in   connection   with 
Dr.  Davenport's  testimony,  supra,  p.  1184. 

Assets  of  formal  savings  institutions  in  United  States,  1910-37 
[In  millions  of  dollars] 


Year 

Life  insur- 
ance com- 
panies, 
admitted 
assets ' 

Mutual 
savings 
banks, 
total 
assets* 

State  and 

national 
banks, 
savings 

and  other 
time 

deposits ' 

Building 
and  loan 
associa- 
tions, 
total 
assets  • 

Postal 
savings  • 

1910                                                       - 

$3, 876 
4,164 
4,409 
4,659 
4,936 
5, 190 
5,537 
5,941 
6,475 
6,759 
7,320 
7,936 
8,652 
9,  455 
10,  394 
11,538 
12, 940 
14, 392 
15,  961 
17, 482 
18,  S80 
20, 160 
20,  754 
20,896 
21, 844 
23,  216 
24, 874 
26, 249 

$3, 652 

(») 

$4,504 
4,796 
4,737 
4,802 
4,862 
5, 357 
6.537 
7.153 
8,308 
10, 131 
10,932 
11,  761 
13, 453 
14,495 
15,982 
17, 171 
•    18,051 
19, 745 
19,315 
19, 273 
18.186 
14, 241 
11,365 
11, 950 
12, 742 
13, 453 
14,  329 

$946 

$1 

1911 

1912 '.-. --- 

1913                                  

1914                                                           

1915 

4,319 

1,484 

66 

1918 

1,898 
2,127 
2,534 
2,891 
3,343 
3,943 
4,766 
5,  509 
6,334 
7,156 
8,016 
8,695 
8,824 
8,412 
7,745 
6,972 
6,445 
5,884 
5, 6:o 
5,706 

167 

1919 

\hl 

1920        .              -- 

5,619 
6,040 
6,352 
6,905 
7,365 
7,913 
8,422 
9,011 
9,688 
10,007 
10, 295 
11,192 
11, 134 
10, 967 
11,065 
11,173 
11,409 
11,645 

152 

1921                                                        .  .  .  -  . 

138 

1922 

132 

1923 

133 

1924  .     -                                       .   .  - 

132 

1925 

134 

1926 

147 

1927 

152 

1928                                                       -  

154 

1929 

175 

1930 --- 

1931 , - 

1932 

785 
1,187 

1933 - 

1,198 

1934 -- 

1,205 

1935            .          ...              .  . 

1,232 

1936 

1,268 

1937 

1,252 

'  statistical  Abstract  of  the  United  States,  1937,  p.  277,  and  the  Insurance  Yearbook  of  the  Spectator  Co. 

»  Statistical  Abstract  of  the  United  States,  1937,  p.  242  and  the  Annual  Report  of  the  Comptroller  of  the 
Currency,  1937. 

•  Statistical  Abstract  of  the  United  States,  1937,  p.  253,  from  American  Bankers  Association. 

«  Statistical  Abstract  of  the  United  States,  1937,  p.  257,  from  United  States  Building  and  Loan  League. 
From  1934  on,  institutions  operating  under  a  Federal  charter  are  included. 

'  Statistical  Abstract  of  the  United  States,  1937,  p.  256.    Balance  to  credit  of  depositors  June  30. 

•Not  available. 
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The  following  letter  from  George  S.  Van  Schaick,  vice  president  of 
the  New  York  Life  Insurance  Company,  was  entered  in  the  record 
during  hearings  held  February  28,  1939.  It  is  printed  at  this  point 
in  connection  with  testimony,  supra,  p.  1436. 

Exhibit  No.  304 

New  York  Life  Insurance  Company 

ei  madison  avenue,  madison  square 

New  York,  N.  Y.,  February  i^,  1939. 
Mr.  UERHAHu  A.  Gesell, 

2809  0  Street  NW.,  Washington,  D.  C. 

Dear  Mr.  Gesell.  May  I  make  this  statement  in  reference  to  Exhibit  263  in 
the  proceedings  of  the  Temporary  National  Economic  Committee  pertaining  to 
life  insurance  which  exhibit  was  a  memorandum  of  Charles  R.  Van  Anden, 
Superintendent  of  Real  Estate  of  the  New  York  Life  Insurance  Company  to 
me  as  Vice  President  in  charge  of  real  estate  dated  October  11,  1937? 

Shortly  after  the  receipt  of  that  memorandum,  Exhibit  263,  I  had  a  conference 
with  Mr.  Van  Anden  at  which  time  1  told  him  that  the  policy  of  this  Company 
was  absolutely  opposed  to  any  favoritism,  that  bids  were  to  be  asked  and  awards 
made  in  good  faith  to  the  lowest  bidder,  that  scrupulous  attention  should  be  paid 
to  dealing  fairly  with  bidders  at  all  times  and  that  no  direction  should  be  given 
to  managing  agents  as  to  the  purchases  of  coal  and  oil  other  than  that  they  would 
be  held  responsible  for  obtaining  proper  prices  and  service. 

This  is  the  only  policy  of  the  Company  on  this  subject  ever  expressed  by  me 
and  it  has  never  been  modified,  withdrawn  or  annulled.  AU  purchases  of  coal 
and  oil  made  directly  by  the  Company  are  as  far  as  I  have  been  able  to  ascertain 
on  that  basis  except  that  there  has  come  to  my  attention  a  deviation  in  a  rela- 
tively small  item  where  unbeknown  to  me  or  to  President  Aiken  or  Superintendent 
Van  Anden  some  oil  was  purchased  by  the  Building  Manager  of  the  Home  Office 
Building  of  one  other  than  the  lowest  bidder.  As  soon  as  this  was  learned  the 
action  was  disapproved  and  the  Building  Manager  directed  to  strictly  observe 
the  proprieties  in  dealing  with  bidders  and  awarding  contracts  of  purchase  to  the 
lowest. 

Yours  very  truly, 

George  S.  Van  Schaick, 

Vice  President. 


December  23,  1937. 
Memorandum  to  Mr.  Columbus: 

We  do  not  direct  our  managing  agents  as  to  the  persons  with  whom  they  should 
deal  but  hold  managing  agents  to  standards  of  good  and  economical  management. 
They  are  responsible  for  fairness  of  practices  and  conduct  and  care  which  in  the 
long  run  will  be  most  advantageous  to  the  interests  of  this  Company. 

George  S.  Van  Schaick, 

Vice  President. 
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